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Abstract: We study China’s illicit capital flow and document a change in its pattern. Spec1ﬁcally
we observe that China’s capltal flight, especially the one that is measured by trade mis- mvoxcmg
exhibits a weakened response in the post-2007 period to the covered interest disparity, which is a
theoretical determinant of capital flight. Further analyses indicate that the post-2007 behavior is
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control pohcy and trade frictions. Our study affirms that China’s capital flight pattern and its
determinants are affected by the crisis event. Further, both the canonical and additional
explanatory variables have different effects on different measures of capital flight. These results
highlight the challenges of managing China’s capital flight, which requires information on the
period and the type of capital flight that the policy authorities would like to target.
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