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Capital Wars 
The Rise of Global Liquidity 

Explains why liquidity is a key driver of global economies and financial 
markets and its particular importance in modern debt-based financial systems 
Discusses the roles of Central Banks, shadow banking and the growth of 
wholesale money on global liquidity 
Looks specifically at the developments in China, which has become a major 
provider of funds to international markets 

EFRQRPLF F\FOHV aUH GULYHQ E\ ILQaQFLaO IORZV, QaPHO\ TXaQWLWLHV RI VaYLQJV aQG FUHGLWV, aQG QRW E\ KLJK 

VWUHHW LQIOaWLRQ RU LQWHUHVW UaWHV. TKHLU VZHHSLQJ GHVWUXFWLYH SRZHUV aUH H[SUHVVHG WKURXJK GOREaO LLTXLGLW\, 

a $130 WULOOLRQ SRRO RI IRRWORRVH FaVK. GOREaO LLTXLGLW\ GHVFULEHV WKH JURVV IORZV RI FUHGLW aQG LQWHUQaWLRQaO  

FaSLWaO IHHGLQJ WKURXJK WKH ZRUOG¶V EaQNLQJ V\VWHPV aQG ZKROHVaOH PRQH\ PaUNHWV. TKH KXJH MXPS LQ WKH 

YROXPH RI LQWHUQaWLRQaO ILQaQFLaO PaUNHWV VLQFH WKH PLG­1980V KaV EHHQ ERRVWHG E\ GHUHJXOaWLRQ, LQQRYaWL­ 

RQ aQG HaV\ PRQH\, ZLWK ILQaQFLaO JOREaOLVaWLRQ QRZ VXUSaVVLQJ WKH SHaNV RI LQWHJUaWLRQ UHaFKHG EHIRUH WKH 

FLUVW WRUOG WaU. GOREaO LLTXLGLW\ GULYHV WKHVH PaUNHWV: LW LV RIWHQ GHWHUPLQaQW, IUHTXHQWO\ GLVUXSWLYH aQG 
aOZa\V IaVW­PRYLQJ. BaUHO\ RQH ILIWK RI WaOO SWUHHW¶V KXJH JaLQV RYHU UHFHQW GHFaGHV KaYH FRPH IURP HaUQ­

LQJV: ULVLQJ OLTXLGLW\ aQG LQYHVWRUV¶ aSSHWLWH IRU ULVNLHU ILQaQFLaO aVVHWV KaYH SURSHOOHG VWRFN SULFHV KLJKHU. 
 
SLPLOaU H[SHULHQFHV aUH VKaUHG ZRUOGZLGH aQG HYHQ LQ HPHUJLQJ PaUNHWV, VXFK aV IQGLa, IOaW HaUQLQJV KaYH 

QRW GHWHUUHG ZaYHV RI IRUHLJQ PRQH\ aQG GRPHVWLF PXWXaO IXQGV IURP GULYLQJ­XS VWRFN SULFHV. NRZ ZLWK 

FHQWUaO EaQNV aFWLYHO\ SXUVXLQJ TXaQWLWaWLYH HaVLQJ SROLFLHV, LQGXVWULaO FRUSRUaWLRQV IOXVK ZLWK FaVK aQG ULVL­ 

QJ ZHaOWK OHYHOV aPRQJ HPHUJLQJ PaUNHW LQYHVWRUV, WKH OLTXLGLW\ WKHRU\ RI LQYHVWPHQW KaV QHYHU EHHQ PRUH 

LPSRUWaQW. IQWHUQaWLRQaO VSLOO­RYHUV RI WKHVH UaSaFLRXV FURVV­ERUGHU IORZV VHWV RII FaSLWaO ZaUV aQG H[SRVHV 

WKH XQaWWUaFWLYH IaFH RI OLTXLGLW\ FaOOHG µULVN.¶ AV WKH ZRUOG JURZV ELJJHU, LW EHFRPHV HYHU PRUH YROaWLOH. FURP 

WKH HaUO\ 1960V RQZaUGV, WKH ZRUOG HFRQRP\ aQG LWV ILQaQFLaO PaUNHWV KaYH VXIIHUHG IURP WKUHH EURaG 

W\SHV RI VKRFNV ± OaERXU FRVWV, RLO aQG FRPPRGLWLHV, aQG JOREaO OLTXLGLW\. 

 

³HRZHOO LV aQ aFNQRZOHGJHG H[SHUW RQ LQWHUQaWLRQaO FaSLWaO IORZV aQG FHQWUaO EaQNV.  WLWK LWV 
QXPHURXV LQVLJKWV aERXW WKH PaLQ GULYHUV RI aVVHW PaUNHWV, WKH ERRN LV a ZRUWK\ UHaG IRU WKRVH 
LQWHUHVWHG LQ JOREaO ILQaQFLaO PaUNHWV.´  

²NichROaV SaUgeQ, FRUW WaVKLQJWRQ IQYHVWPHQW AGYLVRUV, IQF. 

 
³CapiWal WarV LV MXVW ZKaW WKH ZRUOG QHHGV ULJKW QRZ. LXFLG, LPSRUWaQW aQG PRUH WKaQ RFFaVLR­
QaOO\ aVWRQLVKLQJ, LW¶V WKH LQYHVWRU¶V HVVHQWLaO FRPSaQLRQ LQ WKLV aJH RI QRQVWRS PRQHWaU\ 
PHGGOLQJ.´  

²JaPeV GUaQW, EGLWRU, GUaQW¶V IQWHUHVW RaWH OEVHUYHU  

 
³NRWKLQJ PaWFKHV ZKaW HRZHOO SURYLGHV LQ WHUPV RI WKH VWXG\ RI OLTXLGLW\ aQG LWV LPSaFW RQ 
HFRQRPLF GHYHORSPHQW JOREaOO\. TKLV ERRN ZHaYHV WKURXJK WKLV KXJH VXEMHFW aQG FRPHV XS 
ZLWK SRLQWHUV WRZaUGV WKH IXWXUH.´  

²H.E. HaUeb MaVRRd AO DaUPaNi, CKaLUPaQ, TKH CHQWUaO BaQN RI WKH UAE aQG DHSXW\ CKaL

UPaQ, ADIA IQYHVWPHQW CRPPLWWHH 
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