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Abstract

We investigate the relationship between capital flow management measures (CFMs)
and wealth inequality using counterfactual estimators for causal inference with a
dataset encompassing 100 economies from 1995 to 2019. We find that a tightening of
aggregate CFMs significantly increases wealth inequality in advanced economies, and
a tightening of CFMs on outflows increases wealth inequality in emerging economies.
Diverging from previous studies, we analyze the impacts of ten distinct asset-specific
CFMs and find that a tightening of the CFMs related to money market and deriva-
tives reduces wealth inequality. We also show that the fall in wealth inequality is
due to a fall in the wealth shares of the top 1% and (or) 10% groups and a rise in
those of the middle 40% and bottom 50%. Our results imply that the effects of CFMs
on wealth equality and distribution are quite heterogeneous: they depend on income

levels, capital flow directions, and asset categories.
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