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2. Capital controls in Brazil. Controls on capital outflows have a long history in Brazil, since
financial repression was the norm until the early 1990s. In 1991, real interest rates were
significantly raised to avoid capital flight and to help accumulate foreign reserves. With the
low rates prevailing in the US, capital started flowing in the country.
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In the Brazilian context, Cardoso and Goldfajn (1997) show the capital controls were only
effective in restricting financial inflows to Brazil in the 1990s for two to six months.
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In the Brazilian context, Cardoso and Goldfajn (1997) show the capital controls were only
effective in restricting financial inflows to Brazil in the 1990s for two to six months.

CAPITAL CONTROLS IN BRAZIL EFFECTIVE

We analyze the impact of the controls and restrictions on capital inflows that Brazil has
adopted since late 2009. We document that these measures had some success in
segmenting the Brazilian and global financial markets, as measured by wedges between
onshore and offshore prices of similar fixed and variable income assets. However, that failed
to translate into significant changes in the ...

unprecedented context to study capital controls. Never before, has a country as open as
contemporary Brazil so actively experimented with capital controls/restrictions.
Sophisticated capital market, with deep and liquid instruments to gauge effectiveness of
capital controls in segmenting domestic and external markets.

No emerging market experimented as actively with controls on capital inflows as Brazil did
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since late 2009. This paper analyzes the impact of those measures. These policies had some
success in segmenting the Brazilian from global financial markets, as measured by the
spread between onshore and offshore dollar interest rates, as well as ADR premia relative to
the underlying local stocks.
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Laura Alfaro, Anusha Chari, Fabio Kanczuk 22 January 2015. Capital controls are back in
fashion. This column discusses new firm-level evidence from Brazil showing that capital
controls segment international financial markets, reduce external financing, and lower firm-
level investment. They disproportionately affect small, non-exporting firms, especially those
more dependent on external finance.

We analyze the impact of the controls and restrictions on capital inflows that Brazil has
adopted since late 2009. We document that these measures had some success in
segmenting the Brazilian and global financial markets, as measured by wedges between
onshore and offshore prices of similar fixed and variable income assets.
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Abstract We analyze the impact of the controls and restrictions on capital inflows that Brazil
has adopted since late 2009. We document that these measures had some success in

segmenting the Brazilian and global financial markets, as measured by wedges between
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onshore and offshore prices of similar fixed and variable income assets.
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Capital controls as a signal After controlling for the counterfactual — that is, Brazil with no
capital account policy change — for each event in which Brazil modified its capital controls
during the first three years of the global financial crisis, we find no evidence that tightening
of controls was effective in reducing the magnitudes of capital inflows into the country.
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There is no evidence to show that a tightening of capital controls was effective in decreasing
the scale of inflows into Brazil. Meanwhile, there is support for the conclusion that Brazil was
moderately successful in avoiding additional drops in inflows when the country lifted its
capital controls (Jinjarak, Noy, and Zheng, 2013, p. 14).
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Capital controls are residency-based measures such as transaction taxes, other limits, or
outright prohibitions that a nation's government can use to regulate flows from capital
markets into and out of the country's capital account. These measures may be economy-
wide, sector-specific, or industry specific. They may apply to all flows, or may differentiate by
type or duration of the flow. Types of capital control include exchange controls that prevent
or limit the buying and selling of a national
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capital controls in brazil effective imf, as one of the most on the go sellers here will no
question be along with the best options to review. There are specific categories of books on
the website that you can pick from, but only the Free category guarantees that Page 3/8.
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Capital Controls and Implications for Surveillance and Coordination: Brazil and Latin
America. From 2009 until 2011, Brazil utilized capital controls to deter real exchange rate
appreciation. These measures may have obstructed necessary changes in the fiscal policy
stance from occurring. In Chile, which employed capital controls heavily in the 1990s and
then decided not to use them again during the commodity super-boom in the 2000s,
suggests that an adequate fiscal policy stance provides ...

Using the synthetic control method, we construct counterfactuals (i.e., Brazil with no policy
change) for each of these changes. We find no evidence that any tightening of controls was
effective in reducing the magnitudes of capital inflows, but we observe some modest and
short-lived success in preventing further declines in inflows when the capital controls were
relaxed.
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We collected several examples of the financial strategies engineered to avoid the capital
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controls and invest in the Brazilian fixed income market. The main conclusion is that controls
on capital inflows, while they may be desirable, are of very limited effectiveness under
sophisticated financial markets.

Exporting firms may also be affected positively by capital controls if the controls lead to a
depreciation of the Brazilian real, which in turn would make Brazilian exports more
competitive. Finally, the market value and investment of external finance-dependent firms
was negatively impacted by the controls.
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We find no evidence that any tightening of controls was effective in reducing the
magnitudes of capital inflows, but we observe some modest and short-lived success in
preventing further declines in inflows when the capital controls are relaxed as was done in
the immediate aftermath of the Lehman bankruptcy in 2008 and in January 2011 by the

newly inaugurated government of Dilma Rousseff.
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