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Roles of Inertial Effect and Capital Flowing on the

Formation of International Financial Centers
ZHONG Yang
( Institute of Population and Labor Economics Chinese Academy of Social Sciences Beijing 100028 P. R. China)

Abstract: In this article, a dynamic panel data model is constructed to analyze the factors affecting the

development of capital market and financial centers. The estimate results show the activity of capital flow and the

inertial effect play significant roles in the development of international financial center. With other conditions re—

main unchanged, the higher the level of the activity of international capital flow, the more developed the bond mar—

ket will be, and the easier to build an international financial center, and vise versa. Additionally, the inertial effect

of capital market also drives the formation of international financial center.
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