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Abstract 

The purpose of this study is to review the recent trend in capital inflows to East Asian economies, and 

to investigate the impact of these inflows on asset price fluctuations in the region. This study focuses 

on five emerging economies in East Asia (Korea, Hong Kong, Thailand, Malaysia, and Indonesia) 

over the period 2000–2010. To shed light on these matters, we estimate a vector autoregression (VAR) 

model for each economy. This study has some notable contributions. The first contribution is a focus 

not only on the impacts of capital inflows on asset prices, but also on the impacts of capital outflows 

on them. The second is the focus on the impacts of various types of capital inflows. The third is the 

focus on the impacts on two types of asset prices: equity price and housing price. Our main results are 

as follows. Firstly, capital inflows significantly increase equity prices in all five economies. All types 

of capital inflows do not always increase equity prices in all economies. Equity inflows and bond 

inflows increase equity prices in all countries, except for bond inflows in Thailand. Secondly, the 

responses of housing prices to capital inflows differ among economies and among inflow category 

types. We find the positive impacts on housing prices only for Hong Kong and Korea. Finally, the 

responses of asset prices to capital outflows are different from those to capital inflows. 
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