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The Theoretical Model and Application of the Global Flow of Funds Analysis

Nan Zhang*

Abstract:

The Global flow of funds analysis analyzes the characteristics of the financial
liquidity of funds. It is tied to investment, savings, the current balance and
international capital flows. The main focus of this paper is to build a model of
global-fund-flows.

This paper presents the general idea of the global-flow-of-funds, and explains the
outlines of theoretical analysis. The financial markets contain the debts and credits of
funds as a whole, including the total process of financial liquidity. When the items of
financial markets are investigated more closely, the markets exhibit inflows of
domestic funds, overseas funds by domestic savings and credit loans of banks as
fund-sources (fund inflows). On the other hand, there also exist fund supply to the
domestic economy, and fund outflows to overseas in fund uses (fund outflows).

The theoretical model of the global-flow-of-funds analysis is proposed with such
background. This model infers factors of the structure and the recycling in the global
flow of funds, and raises important proposals to policy-making. The
global-flow-of-funds model is unique in the scope that it offers macro-monetary
analysis. Both the theory and the practice of the flow of funds deserve more attention.
The model was designed theoretically from 13 structural equations and 3
identity-types. The estimation of the model is made by Three Stage Least Squares
method (3SLS).
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Global Fund Flows
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VRO, JEHLT 1 IR GDP IIBN 2 (Y, —Y, )« 1 WISIE v A B DL 1 4l
LR R S 1 I GDP Y 25 5 7 S I T 0T d 2 7 P 10 A el 45 4 1
RN, A LIS 1 VA A T T OB T A A A e A A
FO A . 3 5 R T B 5 R S e

S 155 e M PR SR 0 DR 26 A I 2 A 7 AT T G b . X i 11 B KA
I P 1Y 10 B B R K A LS YR, o T A S B A R R B,
SEFH I B0 0 R SR MR o B T LAk P 9 2 s LT SEGHE T . X B

WY ZRIFmsgw i apP, MAEY =C+1+G+EX — IM 52 2R BT K CH+G E X Ry E N L
i (absorption),Y =X (1 5 J5 9 00k 28 5 W 32,5 %% 4 i K P ¥ A1 30 1 1R 8 04 T A 1) 0 N BE S CA=NFT
XM 5 R AR OC ZR I AR AR o BT B X B 3 i A B R i GDP I Y =NFI+C+I+G XM T
5 X GDP 1A%

5 George T. McCandless Jr. with Neil Wallace, )I| ¥ B 451%,1993. Introduction to Dynamic
Macroeconomic Theory. ]34k, 38-40.



BAE T S22 % (Real Effective Exchange Rate)®, SEFAMICE LIS S8 O T
B o [RIISE Dy UL i 2% 5 20 kL0 IR 520, A ] T GDP AR Dy xof 3kt 1 A ) A R AR

FE 53 A 3] A, 3 FE PR B8 A RN L U0 HE TR, Dy 1 ORI RS Ah B < U AR A B SR BT, AR
53 0 R W A IR N 5 B AR REAT T ORI I, i A A R A A I e R . A K
WP, R s, EF AR S LA A 385 5008 [ B 5% AU 52, 23l 126 R
T LW S ) GDP, BT A A, SEUAT A AR A N HE AR O R A R Horbox) 1 R S
f¥) GDP, JRidiaise, BB LEEFHEARANMEIL KRB ENIEAR, SHARILERYE
FE o 0% A 0N Ry BUAH DG o 6 B8 AU HH PR I A T AT A A%, B TR W AR U, R AN R DL 5%
] IR 0% G R R AE N R R AR i G B =W TG e BT AT A, A A 2% 02 o DR A 0 4 U 1)
TE Iy, AN A ek 5w B[R P B AR R DL R 2 B AR G, S B ) BEOR
RERNIEA K BRI H A [ RS R 20 I H 8 s s o $590an 0 4 R
BEL UEZE U A BBt e s, DL B R SRR R BT . B AR AR AN 93 AE LK —
oA E, B E R, R0 a3 0 &b 3 52 HH 38 OK, 8 i B B 98 AU HH A — A St R 3%,
M B 28 PEASE WG o EAb, B s 78 3 A U 1) A AR IR o R R AN 22 0 ) S L, gk B
IS % & K % (Federal Funds Rate) AR AL 5, WL 55 [ R 6 A8 By % o [6] B8 A A0 Ui 1) 52 )
BE Ak, 843 A7 3R] P9 AN I 4 2% R, 3] 2006 4F 3 A I 4 8751 {4367, by HEM AN it % 1
Kk TS AN R &,

AT 2B T By R B A B AR Bl 1 R W ST T T R R e A MR R B R, T
RIS B b E . S urdb . AT SR (Rates of Central Bank) Ll K&
B o 08 AR LN o AR DU IE 4 B T A 45 A O Ah AR AR R (M 2/ 44 X GDP)JFHU H 2R 0 £ i) e
Ko (M2/GDP)ITE PR A B 8K K K AE, 7 230 8 — € N0 AZ 5 5 50T 43 S VA B ok 4y
T I Y N T B AR AR, R R A B S AP AR TP fE BRS.

Mt AT A, AR 1997 4F E Y <8 il & WL G 5 FEDRE A0 B8 G BR 77 AR T i AR Ak,
DA AH 2% G A1 00 2 00 1 A P B T P, A S Y o 0 A R AR U ON S R AR A R HE D R T R
AR
(=) HERIHEW R 4Re R BB

T L R AR IR A7 7 R RS ST R I 0 < A PR AR AT DR G b UL A 7 R 3R B KU TR 3R S R
S [R5 55 BB EA AT LU B <5 408 A A 5 v 1) 45 4 P AR A PR 3R S 0 FR AR A B 3R DL RO Ak
TG U 107 AR e s e [ PN 28 I, o W AR s T A E AR A L T ARk e . 2 I
SIS R SRl R A AR Sy, ] DAL T i A 0t AR RN 5 AR U ) R DA Rk
280 A ) 5

TG ST I (0 5% A0 B8 S A PR A I, B Bk T 13 AN gk RE A B R 3 A . H
TSI B e S AR DL R AR 2 2 B, 2% B8 3 v [ 0 A S I A T 3 1R IRER A R HE U 2 40y
i 76 S R g 1, By 257 B B iR SR B0 eR B R A B ok B DL R SR I T A R R R

P ST J7 F5 AR v 5 2R A 0 % A 45 48 7 B8 X ) 2 B0, 2% 58 31 () I A0 f > A2 N A AR
5 2SI AH OC 1), ABIRUHENR T 3 B Beds/h 2 ik (Three Stage Least Squares

6 SR ARIC R A EEBOE « X PR MR IZE - X N8 i E, e O E
A 075 3 R ol A1 I S Y W o 4 g - ST </ O

T E N RARATH E A S, 2006 4 4 H 15 H, http://www. pbc. gov. cn/detail. asp?col=100&id=1772
SIE b —BF (1994), S b & B, R LT Hitl, p32, pl2s,
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method: 3SLS). 7E/H 2 WrBtdt/ 2 k(2 SLS) Ml 1Bk 37 77 F2 20 4k 2 10 45 M R S 5k e 2
ANEEAL T FE AR ZE T 5 g, Z RASFA G o AHAE F 3SLS I B Ak 156 37 7 7 ) i 22 T
5 o, ZWAFAEAI DG, B SE A 2SLS J7 sUHEM &> g5 4 7 #2 2, 2 )5 A eI 45 F P 49 2145 J7
FEX P o7 =50 B, F— e/ 2 il & J5 #Eae v LAUERH 3SLS HEMIE & — B e &,
108N 80y 77 R 2 R 22 T AFAE A G I, 3SLS A& Eb 2SLS B 4 A5 2% i HE W 48 i & (William H.
Greene, 2000). 7EHEAT A X A1 0% 2406 PR HE D ), phy T4 2SLS 743 B 25 A 5 72
S ZEFEFEAN g 2, BT LR AT 3SLS i Bk A7 5 2 o i 8% AN &5 44 5 R Qb 47 17 4 .

FE SRR I p AT A S T R, SR 1R 1992 4 & 2004 4E 0 [ B e R gk 5
B W S0 T (R 4 BE B8, 33X 30 43 48 T o 4 IR s 49 o A v (SNA AR ) Zw il 1, vl 1t 5 [
B ml 6 Le Ve N %A — e R AR AE . Bb4h, IR T IMF (9 & B & @l 8 iF (International
Financial Statistics, IFS)Z%%, {4 FH [E GDP S i1 IR T &5k 2004 4F £ 3% 1% 75 i 42 5 (1)
B, HT 245 EWIICHEAfEEG U, 1€ R AR RN 22 5K 48 3 (2003), HATHIME T %
AAE B . 7B AL BRI T SAS A

Fi. R LR ES T

A0 L B 0 O PR R0t & ek Bl . B R R s, E RS AR
B M EER R TR R RS NIRRTV R R AN AE A5 BRI DL S 08 AR H R B
IHEM 45 2 WA ORI L 1, %A Ew XS AR E 2.

o I 5 TR ) A5 6 RE B VE A AR AR T R 2 3BT 7 R X I B B bR ME AR 25l (root mean
squared error) A 0.83263, MIALF 34358 ZE(H AL /N, v LA TA Ay Jr 4 00 (14 450 204 6k AN gt ] 45 A ) o
J4h, B & (Degrees of freedom) &y 70, BT H 12 1992 4FE & 2004 4 1 4F & £, HLFE
ARATE R K, B HEI &5 AT — 2 1 )5 BR A o 3R s 156 37 7 A O 20 8 A L& 5 B %0 om AL
SE B A (System Weighted R-Square) 2 0. 9976, IV 1% i A5 25 % 4 [l 40 & F 5 2 L i ) . 3L
HOIAL I 5 F AL T B A5 AR AR R ZE Y S TR N AR AR R 2T R

T2 070 VT R R 7l U N TIANI 4 o I <5 ) 1 D W Sl A O N i T o E

MR B 8 AN B HEI 45 A, 1 AT S i GDP X B %8 AN S i B9 45 T E b 0.086,
H t A58 4 4.41,8077 LA AT GDP (1) 39K 06f (B Br 58 AR A AT 52 52 md o BT 45 20l
A R HEN A, BT FE B0 2 6T [ R AN HE R AN -8.1,H t [HR-1.18, KT T 4
TS o b 45 L 0N 90 AR A 2004 A A [ 1) [ B 98 A g5 2 2L 3 IR O AN FE T3
SKAIFE 25 $5 9 45 R A AU B o S5 B A 00 285K W8 A U N R W) (1) Ak T R -216.4, ¢ {HM-6.77, 7]
LA A SE AT 000 256 6 B 8 AU N AT AR 5 110 Sk 3 5 o S B AT 0 R A B T O A
BT 5% 10 LA A6 34 25 1 vy [ b 5 42 80 98 (1) AR, 25 6] 18 B 8 AR i N AT ORI R T 52 T o A
B s (FDD Ml vHE A, B TR A N 14270, & 52w B A3 AR A3 0 3.4 1276, FDI
Xof [ A0 8 A YN R L T 2 WA = 5 1, — 2 FDT UCES 0 FF R, — A A0 8 A b s 10 7 o 1
F1, =2 AR k11 AR A 8 A b= i T 93 /20 B 3 11 o s 00 45 SR DR A S e 7 R A0 0 AR N
IR, X e ] 28 0% K AR e S R I A ST A0 2R IR 5% T, L 0k 0 Ot v e T A R
ENTTWAS: DN SRS PR B S TR 2R M SN - IR 2 e Sl E BT B B A SN 5 A T A N

M 1994 4 kS v B R AN T 37 84T T BEVE A, i I AR (1§ AR A (A 1994 A
8. 35 Ju/FK Juik E 2005 4F ¥ 8. 28 TG/ K J0) , AW A M4 B o P LU AL S5 R0 3R,
fit & 2, H SR 0 N R MV 25w, 45 3 Bk 5 i A 80 a0t N IRT 48 SUIE 2345 -0. 5% (1)
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B WS W AN G AS TN 0 A A 26 8 0 B0 A A2 3 R o 28 W ST R AT Ak 4% 19 0 )
NN 7,88, RO ZESG N 1445670, AMLAE&IGIN 7. 88 4470, AR BE A HA RS A1
Tk & N A #PE R BN 1. 44, ESNBEARGRAN 1 ALT0, RSN 30 1. 44 1270,

IR JE WF R BEA UL PRI 45 R o X HLE T 1AM Ak %, BB R At UE AR e, 5% [ IR
BE <5 R AR DL KRR A0 A oA N R [ P B A TR R PR 5 W o ATk 5 1 T ons [ P9 R AU E ) SRE
AECN-0.51, ML E BN 14270, 2B 1 0.5 I BEA WL« BIAE B Y BEAU b, Ak
TEAk &I s T2 5 s, BEAEIN 45 2R 7R 1 B R A BE AU B AL IR R o 0 B = Sy
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LAY SNl N RN 5 A S S EE DO P N e e e R BZN P O A R N e i
SEPER BN 0.047, 8 t 56 A B, AT LA A B 90 at U 55 9% AU AT S 35 PR R, H
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X P BRI A R A 2,25, X BRI R A B . 90 EALOK, iR EAEN
(1 R A ] o 8 A U N 5 T, 00 445 2R Al 7 56 LK A % < M) 3 0k v [ 5% A A e ) TR R AN
854. 2, [ttt m] UL 5 [ <5 il 11 37 42 )50k v [ E AU AR Sk s . AN i 6 5 AR 3 1
RN 25 SR, TE AR X [ A B AU HY AR 1 AR BBt g K AT i 4, 2 T A6 e i)
FeEE, 58 E SR T A A B R REVE M B DI, DA K < AR T A e R

AN, PN ESRRAFERNRE

0 L YHE i AAE R 3K 1.3 4 oI 3 S A B < A A (R FEACRR AL, X 21 A0 0 3 P e B I RRUE
KRR RFEEN . KECME W0, Wiy IFis LA 2 5 [ B 58 A 1 37 2 AR5 )
H, RV BB MR T FCBEAS 737, (H B B 5 Je 3 T OB 22 5%, B DL ) 06 Ak B8 < 11 34 2
R [ B % 0 PR RO BUIE,  RE A BE i 1A g 9L B AR AT 2 R b a2 B DL SE [ D A R [ e AR
I ) 5 W o 5 SE M) 28 5% L e WS 15 A B (R DR OB % T 3 B AR S B AT BT AN [, B9 106
M E IR — B, WAAEE SR TGS, AR REmIARERE. 2Ry, BAEN
il % 13 AN BUAT R A, Ul WIAE G AR IR B A7 ARG e il R AW IR 8, SRR M IRIE AN g, sh =
AL ELRR R B T I AR A IR 2 T R R, A AT P9 ik A RE LI A O A D BT L v R A
(&l RARW], PR X Ah B 5y U B i A7 AR S A P ), e B K R s A e KRR, A7 b 32
HURH AR 5 5y PR BEAT WO R A, SR B I H S . XTSRS B A AN A 5 o
E ¢ S PR TP G AR DR 3R o AR DR 8 S ZE 1K) 25 AF T, 1547 29 53% I AN il %ok H
DEAMCSZE (1 5% <eda F 7 VR 5% w0 1 [P B8 < e 0 e R T B, PRI T B A I R, FH e
fl DRISGE KC o 11 T B A R 2 ) R AR, 0F ] A B A UL H R 5 AR B K AN A
TEASNEER T 5 2 R 2P RS, B S BUR T L S @ I e LK &k A . R, ZE3EA
20T Fr RS E BRI BNy, BTN AR B B B 20 A1 B2, 48 [ P9 0 e K00 1) A AR, AR AT
B TR (1 T A 3 1 5 A, R BNV R v R S R A BEAE I R A AR . TR, T
] P A M X Ah 45 % tha I 7 53 25 18 oF T P A1 43 58 A A4 R 8 T o 9 < RORABE B
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KT 2 VF AR ML, th 2 R L IR < il 2 4 i 8, Oy e N RUBR 58 3 TR N R T g, A
V] o AT ) <z ik B, S A S8, O it 11 B o (0 < R DR M, B il R e RE R IR FF R T H
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AW T AFAE LLR ) A R A g - ORI X A0 B8 G 00 34 (s i ¢ R, U B IR A, BIAA
il 8 BEDEUR R, KNS By iR, XA B R TR A AE O 58 B IR S M 4R B R B
SN AR RE, A7 0 B A7 R R A A OR R TT A R L 2 M . @O AEBLEY Bl A St
At LRE S A7 LAY, Oy EEARE R N AT 28O R BE B A FA 1 B 1 DL R ORI % A
T AR ) B O AR N ), o o 2 B R <R iR 4 v A ST 2 S A D A A AT I B T
Wi A SCAR I 2 AP R R O A 0L TN , G B W JBSC < R IR SRS B < 40 A 109 BRIV IR 2R, e ORI
NERG RO, BRI S0 A1 B B B AR 2 PR K I s o IR A R I BE TR A

] [ 5% < 0 PR TR (R R S B O AN SR, Tl o IS I A 5 g [ Tk B R R B 0 o
BRIV &, BEREZAE . ERBRCOZ A S G R R BRI BT RCE o BB b
THESRMBE R S5 1) 5 8, A4 07 R X0 T Bk B4R LU B SR 2% 1 B8 B O 0 AR e 1K) J AR 45 ) o [
PSR (10 B A T S IR [ o 8 < 0 0 A 00 I 18y 5 A T A0 LA B P X &b 5 < 0 A e 5 Y 1)
FRAE o o A0 1 A 2 47 BE RO HLAREACAS AR R L R0 A 45 2R M R R « (2B H A, — a5
A FEZ BB 0 RS (R, B S5 A AN 5 FIE — WRAE SR B 1 T RO R A s A S I . BEAE ¢
THEE AR B L FEACTE RN 1Y O, AR AL B 10 IR B, AT BE ey AT R B % < A0 AL 2R 25 A o 19
K S 23 19 AR K IO v o [T s T <2 0 A 19 20 A 5 28 1 1 A Jo O 22 00 < i 2 M 322 04— R i 19
S, S B B R AT PR L S BRI R

B2 1 v BT A T <o A0 B A 2R ) 3 00

it & % R 2L
fif e A B 5 i i 2% K G 22
B 1 0.043753 0.03719 1.18 0.2732
Y1 1 0.000002 0.0000002 8.14 0.0001
R 1 0.026773 0.002723 9.83 0.0001
vt ok AL
iR A it [ i 5% KA 2 t Pr >lt]
B 1 -34615.2 5027.563 -6.89 0.0002
Y2 1 0.478428 0.092649 5.16 0.0013
K1 1 0.88586 0.045474 19.48 0.0001
R 1 1697.219 366.1342 4.64 0.0024
HE R BL
fif e A B 5 i i 2% K G 22 t Pr >lt|
H B 1 -9531.44 997.3921 -9.56 0.0001
CPI 1 69.73398 8.722656 7.99 0.0001
Y 1 0.038123 0.002109 18.08 0.0001
O R B
fif R A B 5 i i 25 K 22 t Pr >t
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B I 1 1832.19 436.1712 4.2 0.003
REER 1 -41.2018 5.364421 -7.68 0.0001
Y 1 0.068414 0.001778 5.81 0.0001
A N AR
iR A it [ i 5% K 22 t Pr >lt]
B 1 9086.756 2699.549 3.37 0.02
Y1 1 0.056308 0.012775 4.41 0.007
PER 1 -3.10092 2.634085 -1.18 0.2921
REER 1 -216.366 31.97071 -6.77 0.0011
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T A T B P oA B
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I LEL L
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FI 1 -1.44173 0.175694 -8.21 0.0001
A I pR AL
fif e A B 5 i i 2% K G 22 t Pr >[t|
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FRA 1 -0.50888 0.089714 -5.67 0.0024
PI 1 0.047163 0.03333 1.42 0.2162
CF 1 2.256186 0.563783 4 0.0103
FFR 1 854.2071 180.3776 474 0.0052
D 1 1043.989 362.2353 2.88 0.0345
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