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(a) Increase in Financial Openness (b) Increase in Financial Transaction

L Index 100% Foreign 500%
= (%) Advanced assets and Advanced
a1 . .
2= 20 countries liabilities 400 countries
A (% of GDP)
B2 60 300
PN Emerging Developing
t’é 40 markets 200 countries 7
1z
Emerging
20 100
Developing = markets
countries
0 - - - 0 i i 1
1970 1980 1990 2000 1970 1980 1990 2000

Financial Globalization Since the 1970s, many restrictions on international financial transactions have been lifted, as shown
by the time series chart in panel (a). The volume of transactions has also increased dramatically, as shown in panel (b). These
trends have been strongest in the advanced countries, followed by the emerging markets and the developing countries.

Sources: Philip B. Lone and Gian Marfia Milesi-Ferretti, 2007, “The External Wealth of Nations Mark II: Revised and Extended Estimates of Forelgn Assels and Liabilities,
1970-2004, " Journal of International Economice 73(2), 223-250 {and updates); Menzie D. Chinn and Hire Ito, 2006, “What Matters for Financial Development? Capital Controls,

Institutions, and Interactions,” Journal of Development Economics, §1(1), 167-192 (and updotes). Country clossifications are on extended version of those developed by M.
Ayhan Kose, Eswar Prasad, Kenneth 5. Rogoff, and Shang-Jin Wei, 2008, “Financial Globalization: A Reappraisal,” NBER Working Paper No. 12484,
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FIGURE 1-6

Stock of Foreign Direct Investment, 2013 ($ billions) This figure shows the stock of foreign direct
investment between selected countries and regions of the world for 2013 in billions of dollars. The stock of
investment is illustrated by the width of the lines, with the largest stocks having the heaviest lines and the smallest
having dashed lines.

Data from: OECD and UN foreign investment data.




Ficure 1. Foreign Direct Investment as a % of Gross Capital Formation
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FDI inflows, global and by economic
Figure 1. | grouping, 2008-2021
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Figure 1: China Exports in Labor-Intensive Manufacturing

RCA, export share in labor-intensive products for China
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Note: Data are from UN Comtrade, SITC Revision 2. The 10 labor-intensive goods are textile yarn and fabric (SITC
65); home fixtures and fittings (SITC 81); furniture (SITC 82); travel goods and handbags (SITC 83); apparel (SITC
84); footwear (SITC 85); cycles, scooters, and wheelchairs (SITC 785); articles of plastic (SITC 893); toys, games,
and sports equipment (SITC 894); and office supplies (SITC 85).

KJ5: Gordon H. Hanson, “Who Will Fill China’s Shoes? The Global
Evolution of Labor-Intensive Manufacturing”, Harvard Kennedy Working paper, PRWP21-014
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