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Motivation factor of hot money flowing into China

JIANG Song-hua
(China Guangdong Nuclear Power Group, Shenzhen 518053,China)

Abstract: The hot money has played an important role in all previous financial crisis, sometimes even becomed financial
crisis's direct blasting fuse. More hot money is flowing in China in the era of China thorough reform and open policy. To
analyze its motivation thoroughly, this paper proposes the hot money inflow agent's supposition based on theoretical
analysis, and uses the ARMA model to analyze the influencing factors in the interest arbitrage, the exchange arbitrage, the
wrap price three aspect. The real diagnosis indicates that the interest arbitrage and the exchange arbitrage cause the
substantial clause which the Chinese hot money inflow scale increases unceasingly, while the influence of wrap price from
stock market and real estate market is not remarkable. Therefore, the paper proposes that hot money should be supervised
by the way of improving capital control system, and reforming exchange control system as well as early warning system,
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and consummating corresponding laws and regulations.
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