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Abstract

This research attempts to clarify the
relationships among international capital
mobility, wealth effect and the volatility of
equity price and real income. The main
findings are: capital outflows caused by the
unanticipated foreign financial shock lead to
a decrease in equity price and its volatility
rises with international capital mobility;
therefore, taking a temporary capital control
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to lessen the asset price volatility can be
justified.  Second, the volatility of red
income will increase with a higher
international capital mobility, and such a
positive relationship will be strengthened by
astronger wealth effect.
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