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Chart 2

Opening up to trouble
Surges of foreign capital inflows increased the chance of a financial crisis, and
such inflows worsen inequality in a crisis.

(increased probability of crisis) (increase in inequality, percent)
20 o
B No crisis
16 B Full sample .  Crisis
B Postsurge period
12
Financial crisis (bankmg Twm crises bankmg Year 2 Year5

OF CUIrency crisis) and currency crisis)

Sources: Ghosh, Ostry, and Qureshi (2016), left panel; Furceri and Loungani (2015), right panel.

Note: The left panel shows the increased probability of a crisis during a surge in capital inflows. It is based on 165 episodes
of inflows in 53 emerging market economies between 1980 and 2014.The right panel compares the increase in the Gini
measure of income inequality when capital account liberalization was followed by a crisis with periods when no crisis ensued.
It is based on 224 episodes of capital account liberalization in 149 countries between 1970 and 2010.
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