Banknote Remittances:
Italy’s Recent Experience ()

Since the end of 1958, when the principal European countries
returned to external comvertibility, policy-makers have once again
had to face the problems raised by the international movement of
funds (). In the case of Italy, one of the most striking consequences
of the new international monetary situation has been the rapid
increase of banknote remittances, which, though almost inexistent
in 1958, reached g1g billion lire (1,470 million dollars) in 1963 and
349 billion lire (550 million dollars) in 1966.

The purpose of this study is to single out and appraise quan-
titatively the factors that have given risc to the volume of banknote
remittances from 1962 to the beginning of 1967. To this end an
attempt has been made, by using multiple lincar regressions, to
verify the validity of the assumptions put forward by the monetary
authorities, while appropriately integrating them.

1. Definition of the Problem

By the term remittances is meant those dispatches of Italian
banknotes made by foreign banks to Italian banks for conversion
into foreign exchange or for crediting to a non-resident’s capital
account. In actual fact, such remittances represent the counterpart

{*) This paper was weitten during 2 stay at the Banls of Italy which was made possible
by a grant it awarded the author. e owes a debt of gratitude to all members of the Servizio
Stadi, and in particular to Dr, Antonio Fazio, Dr, G. M, Rey and Dr. Mario Sarcinelli.

(1) For different analyses of the consequences of the return to convertibility, see: Ewe-
zeR0, * Dal hilateralismo atla convertibilitd pei pacsi 0.C.8.E. 7, in Moneia & Credito, vol. X1,
Nf’- 4§, ]_\mc 1959; Francesco Masera, “ Sviluppo economico e liberalizzazione dei movimenti
(il“cagltah in Ttalia *, in Monetg ¢ Credite, vol. XII, No. 45, March 1959; Roserr TRIrRIv,
No titerno alla convertibilitd: 1g26-1931 and 1928-17i? *, in Moneta ¢ Credito, val, XII,
e 45, March 1950, and “ La convertibilith di domani. Fini ¢ mezzi Cella politica monetatia

cenazionale ®, in Moneig ¢ Credito, vol. XII, No, 47, September 1959.
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of banknote exports which, a priori, can be regarded as due to travels
of both foreigners in Italy and nationals abroad, clandestine imports
of goods, and illegal exports of capital with the abject of subsequently
investing it in Italy or abroad.

The general opinion, adopted in this study too, is that the last
mentioned factor is the chief cause of the Aowback of notes from
Jbroad. The fact that more than go per cent of them comes from
Switzerland is particularly significant and indicates that the other
two factors, i.c. tourist expenditures and goods smuggling, especially
of gold, are negligible, It should be noted, too, that remittances
made for these latter reasons ought to appear relatively stable over
time, apart from a rising trend; the fact that banknote remittances
are marked by considerable variations would seem to confirm that
they reflect the trend of illegal exports of capital. Finally, it must
be remembered that Ttaly enjoys a very favourable tourism balance,
that official dispatches of Italian banknotes abroad are limited in
amount and affected by pronounced seasonal variations, and that
illegal gold purchases made abroad for industrial purposcs, estim-
ated on the basis of goldsmiths’ production, amount to relatively
little, In the present study the terms “ hanknote remittances ” and
“llegal exports of capital for investment ” are accordingly used as
synonyms; the reader is in any case forewarned that also the other
two components, though usually of little importance, can come into
the picture.

As to the causes that lead to the illegal outflow of banknotes,
economic analysis suggests that fundamentally there are four: (2) dif-
ferences in interest rates, both actual and expected, as between
internal and foreign markets; (b) the difference, due to taxation,
in the actual yield of domestic capital assets as compared with foreign
ones; {(c) expectations regarding maintenance of the exchange parity;
(d) fears of a change in the country’s cconomico-political structure
or in the Government’s economic policy lines.

Moreover, illegally exported capital can re-enter Italy to be
invested in the national market or clse be used in some other way
abroad. In the first case, it is clear that no negative consequences
result for the balance of payments, It therefore becomes important
to identify the specific factors which, on the one hand, prompt
Ttalian. residents to invest in Italy by means of capital accounts ir
the name of non-residents and, on the other, explain why funds arc
kept abroad, thus causing a true and proper cxport of capital.

L.
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2. The Current Interpretation

According to one authoritative opinion (2), the causes that led
to ban.!s:note remittances during the period 1962-1966 were mainl
fiscal in character. The same source points out that in 1962 {
measure (Law No. 1745) was approved which introduced a with-
holding dividend tax of 15 per cent that was deductible from the
personal progressive income tax (ie. “on account”) for residents
and an equal flat rate for non-residents, This measure, as well as
the controversy that preceded its approval, were undoubtedly an
incentive to holders of Italian capital to transfer it illegally abroad
and subsequentty have it returned to Italy and registered in the name
of non-residents; this movement took place largely through Svﬁes
banks. The trend of banknote remittances and of portfolio invest-
ment during the first half of 1963 clearly illustrates this development.

The Decree-law No. 27 of February 23, 1964 giving residents
the option of paying either a dividend withholding tax “on ac-
count ” of 5 per cent or a flat rate of 30 per cent, and non-residents
a flac rate of 30 per cent, in fact eliminated the domestic fiscal
reasons for exporting capital. This incentive reappeared, however
with the approval of the Decreelaw No. 22 of 1967 which has
made (-:ompu]sory the 5 per cent withholding tax © on account ”
for residents, while confirming the 30 per cent flat rate for non-
residents, The current incentive is at any rate not as powerful as
Fhe one offered by the December 1962 Law since, besides a reduction
in the rate payable on account by residents — from 15 to 5 per
cent — the flat rate for non-residents has doubled, rising from 15
to 30 per cent,

In the last two years banknote remittances have fallen consider-
ably, l?ut, according to the Bank of Italy, the percentage of capital
returning in the form of foreign investment in Italy has also dimin-
ished. The decisive factor in this change is said to be the higher
Sllterilst rates current abroad (3). In other words, the growing gap

at has appeared since the third quarter of 1964 between yicld rates

(1962-1(2()5(3?&’ for .Cxamplc, the Annual Report of the Bank of Italy for the years under review
4 L'altzma’ v?zg&:;ialg thc‘ch-aplerfs re}ating to capital movements, See also PaorLo Barr,
0. 347amt a del quinquennio 1961-65 7, in Stadi sulls monem, Giufiré, Milan, 1965,
~ (3) See Bank of Ital
i y, Annual Report 1965, R - 4
Repors 1966, Rome, 1967, pp. 167-170, 35;3. 1995, Rome, xo6, pp. 196-1gy, <ad dnmat
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from long-dated securities ruling on the Italian market and those
existing in the chiel European countries (especially France, West
Germany and the United Kingdom) seems to bave determined the
shift of Italian capital in search of higher income. Tt would therefore
seemn that in addition to the fiscal reasons previously mentioned, the
differential in interest rates has played a part in stimulating bank-
note movements,

As a matter of fact, careful analysis shows that this second
ceason bas little foundation. If, as the opinion quoted maintains,
the rise in foreign as compared with Italian rates had been the
attraction for national capital, banknote remittances ought also to
have increased in keeping with the growth of the gap between rates;
similarly, they should have diminished when the gap between the
rates narrowed. Actually, just the opposite happened: during the
period April 1964-August 1966 there was, in contrast with a sustained
rise in long-dated bond rates in the chief foreign markets, a fall in
banknote remittances, while from September 1966 the increase of
remittances was accomparicd by a marked decrease in the gap
between foreign and Iralian rates (sec Table 1).

TApLL X

VIELDS OF PUBLIC AND PRIVATE SECURITIES IN SOME EUROPEAN MARKETS
{in percentages)

{the figures in italics indicate the maximum level reached in the period)

e

N —— e
West | United The ¥ Yial
Germany | Kingdom Netherlands rance waly
public | priv, public | priv., public pri\;, public | priv. p&;m priv,
1564 Janvary .o« o+ - .5-90 5.90 | 5.57 | 612 | 480 | 5.30 | 545 | 7-14 5.56 1 6.77
Jone . . . ¢ ¢ £.30 | 6,40 | 582 | 6.40 | 500 1540 5.47 | 7-18 | 5-92 8.57
1965 January . . - - 6.40 | 6.30 | 6.17 6.86 | 5.20 | 5.60 | 5.44 7,08 | 528 | 7.45
Jute . o .+ - |7TO 1700 648 | v235 | 5-50 | 610 | 547 | 724 5.43 | 7425
1966 January . . . - w.60 | 7.50 | 6.52 | 7-27 6.10 | 6.50 | 5,57 | 7-25 | 525 6.63
June . o« . o+ - 8.40 | 8.20 | 7.03 7.63 | 6.70 | 710 6.00 | 7.7r | 5.56 | 6.60
Jaly .« o oo - o §.60 |8.30 | 5.2 | 8.16 6.60 | 7.10 1 5.95 | 763 | 5:5° 6.60
August . . - 8.60 | Bao |y.41 |8.30 |6.80 |7.30 5.98 | 7.52 | 5:55 .60
November . . . | 520 810 6.97 | 7.35 | 670 | 7-20 6.16 | 7.66 | 5.64 6.63
196y Jamwary . . - - [ 750 7.60 | 6.58 | 7.43 | 6.20 .70 | 615 | 7.58 5.58 | 6.60
~ February . - - . | 740|750 6.49 | 730 | 6.10 6.6o | 6.0z | 7.59 | 5-53 6.56
March . 7.20 | 7.40 | 6.50 | 7.28 | 6.00 6.50 | 6.08 | 7-47 | 5:57 6.66

Source: Various, mainly bulletins of central banks,
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N f(;{‘h}s seems to conﬁrrfl the assumption that potential investors
in m.gnbsecunmes take into consideration not only the difference
df;ﬂ:ﬁfiﬁﬂ absolute rate levels but primarily the expectations of the
ifferent markets over a certain period. In other words, invest
of capital are motivated not only by gain in the form g flll_ViSlOIS

. it . N of 1nterest
but especially by the probability of gains or losses on capital account.

3. The Qualitative Analysis

In the llght of what has been said above, and before presentin
an econometric model capable of explaining the flowback of Italiaxgl
notes, it seems desirable to examine straightaway, with the aid of
Chart 1, the trend of banknote remittances between 1962 and 1967
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In the frst period, covering April 1962 to August 1963 the
average monthly remittances of banknotes moved around go million
dollars; since the return of capital in the form of portfolio investment
remained also very high (4), it 18 probable that internal fiscal reasons
prevailed over those of a politico-psychological character in determin-
ing the flight of banknotes. The first cesulted from the coming into
force of Law No. 1745 of December 29, 1962 relating 1o the with-
holding tax on account and the second from the formation of a
centre-left Government and the nationalization of the electricity
industry. Moreoves, in these sixteen months, added to a difference
between Italian and foreign interest rates of about 1.3 points there
were market expectations of a decline, so that part of the capital
exports was probably due to the higher yield actually available
abroad.

The second phase, lasting from September 1963 to March 1964,
coincided with the credit squeeze. This period, owing to Italy’s
balance-of-payments difficulties, was marked by heavy attacks on
the lira which died away when the March 1964 agreements between
the Italian and American monetary authorities were reached. During
these seven months the average monthly figure of banknotes repa-
triated reached about 9o million dollars, while the percentage of
foreign investment in Italy was very jow, which is a clear indication
that the flight of capital was a gamble on exchange rates.

The third period from April 1964 to August 1966 was marked
by a low level of banknote remittances, about 33 million dollars a
month. In two quarters only were figures notably above the average:
the second quarter of 1964 (140 millions), when there was a minis-
terial reshufile, and the first quarter of 1666 (180 millions). Fiscal
reasons do not appear to have played a significant role during this
phase; on the other hand, there was a disincentive to invest abroad
due to the rapid upswing of rates which offset prospects of gain
from interest.

The fourth period began in September 1966 and is still proceed-
ing, The monthly average of banknote remittances between Sep-
tember 1966 and April 1967 was around 70 million dollars. It i
precisely during this last phase that speculation on interest rates has

e

(@) Tt 3s estimated that in 1962 almost 75 per cent of the banknote remitiances Were the
counterpart of Ttalian investments under foreign names. This percentage fell to 6g per cent
in 1963. See Bank of taly, dnnual Report 1962, Rome, 1953, P. 163, and Annuial Report

1963, Rome, 1964, P. 793.
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imno;:rtn ggﬂ);?clz (bc)c:or?:cle1 the deciding factor, exceeding all the others
e tengc.n ‘art_SI shows that banknote remittances began
their rsing t mte:y [;n dcptembcr 1366, that is, just at the tfme
i 66a g;.a fW_erc starting to fall, after reaching a
peak in Augus atgﬂ ; this ._alhng te:ndcncy was strengthened by the
decisions 2} resulta:i meeting of Fu}a.ncr: Ministers in January 1967
and by the resaltant monetary ‘pohc'les, the first consequence of
e (6) ];1{: 1?1111 in 'oﬂiaal discount rates at the beginning
O e Sﬁar arallel with t.hese events, banknote remittances
experiehced 2 1 p upsurge, for in the first four months of the year
y short by only 19 million dollars of the figure for the }tr:or—

responding period illi
1i0£§) . g period of 1964 (300 million dollars as against 310 mil-

4. Specification of the Model

Th . “
oo fndfioui reasons (@eptmned in section 1) which economic
Of Cayiml cates as the decisive factors in the international movement
o [t)hc ] :;::i?q[];llovz be dCﬁI;fd more precisely and in a way which
able data, enables an empiri ificati ’
e e ) empirical verification of the model
Si C g
. ;;ic;:hoﬁﬁmzl dispatches abroad of Italian banknotes are made
fo peet ¢ (;hneebs (1)5 foreign .\7131t0rs’ and emigrants’ travels to Ital
P -artat : :,11}11 note remittances are all illegal in origin exccyé
iy CXtcn{: ho the notes spent abroad by ltalians, Such r;otes 1tao
that they are not bought by foreign tourists, flow back

through banking ch -
nitional Cquatioﬁ annels; in symbols, therefore, we have the defi-

[4.1] UIB.; + BTL = RB.

Jin which UIB is the illegal outflow of banknotes from the country

BTI i
tionaﬂrz l;l:l; clltahegl banknotes that have left through travels of na-
ad and have not re-entered through foreign tourism in

(5} Nevertheless ¢l
\ ss the offer of some bond i ryi speci i
EllX - ke may bave commibue < lssues catrying special tax concessions on the
or molf b g]knolteks_ m ntributed to some extent to the outflow of capital in the
(&) At the Ch W
equers meetin i i i
g of January 196y the Finance Ministers of France est
3

German;

y, Ttaly, the Uni i ed

. nited Kin, i

iffores 1y, the gdom and the Un ¥

" rates it theie respective commtric ited States agreed w co-operate to reduce
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Italy both in the time span t—1, and RB are the remittances of
banknotes made by forcign banks to their own correspondents in
Traly. The variable UIB, in its turn, can be divided into two com-
ponents (UIB™ and UIB¥), according to whether it is connected
with a change in the trade balance (smuggling of industrial gold,
tobacco, coffee, etc.) of in capital movement. The definitional equa-

tion can be re-written as
[4.2] RE = UIBYS + UIBS: + BTl

Since the average interval between the export of banknotes and
their re-entry is only 2 few days (threefour), it is possible in the
case of monthly flows — like those used in this paper — to write
the definitional equation without lagging the variables

[42'] RB = UIB¥® 4 UIB™ 4+ BT1

While it is difficult to find empirical data for analysing the two
components UIB™ and BTI, which, on the other hand, must for
the stated reason presumably be of little quantitative Importance, the
component UIB™ can be regarded as moving in accordance with
the following factors (7):

(a) capital movements occasioned by the wish to “ shelter ”
oneself from the Italian taxation authorities. The 1962 Law on the
withholding tax on dividends favoured the nof-resident investor in
comparison with the resident investor and so it introduced a strong
incentive to export capital and have it re-enter under a foreign name.
But even when the flat rate was in force, it may have been found
profitable to exchange Italian assets with assets that formally were
foreign, to the extent that the investor, as a taxpayer considered he
was “ more pro-tccted » in relation to the ltalian taxation authorities.
Such movements can be regarded as morc OF less equal to the series

of foreign portfolio investments in Iraly (IP);

(b) capital movements reflecting the feeling of investors that
the regulations on compulsory registration of shares had been tight-

— —————

{7) An attempt to establish the incidence of capital movements due to sxpeciations of
exchange devaluation Was made by using data relating to forward quotations of the lira ob
the London market. The unsatisfactory results, howevet, made it adyisable to exclude
them from the final equations.  In order to take into account the speculative and politico
psychnlogicai reasons, tesort could have Ween had to dummy vatiables; since, however, excessive
wse of the latier would have weakened the validity of the results, we thought it inadvisable:
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ened up. i
Perjod lzv hgllle?}rllf:y,ltléf ieason mulst have operated solely during the
period when gtablg} > awdwas in forc{e, leading to capital exports
e e of th.} y vcslte abroad, Since it is impossible to gauge
the Intensty ¢ h1s evelopment for calculation purposes, we have
o the equation a dummy variable (8) that takes on

value 1.00 for the period Janua
. r 6H2-
in all the other months; it has gcelrgl ignza;:;l;iiiy b?% T?TI-ld value zero

c) ca .

the yic(ld) ratgitilf izovc_mcgts dCtCrrmnled by the difference between
forclan rates; i 4 cur;éylmvestlfncnts in Italy and the corresponding
PRI > bettsu ﬁcwntl}’ integrated market this difference re-
compared Wit{l Oth(f ] 'Srcﬁl treatment accorded by some countries
profit by such o e Cho.l ce of banknote exports in order to
boocign oxchange pportunities arises 'from the fact that under the
the socurities ‘éthPEEVIEOHS in force it would be necessary to depo.sit
a simple average h f1:) ank of Italy or its agent banks. To this end
French (Privat%;: azsd EC{J‘CaICUIgted of yields from German (public)
it has then b ritish (pri'\f'a te) long-term securities and fron;

een subtracted the yicld from Italian public long-term

securitics. The variabl : ;
Symbol RE; iable thus obtained has been indicated with the

d) capi isi

b e Isazgespiillf;?;vclinentskarls_mg from. expectations of consider-
sble changes in fon Sg market interest rates and, consequently, in
the market value o 0;:::;1;&{@3. To measure this tendency, a calc,ula—
flon has been madc o i increase or decrease in the average of the
fhuce xages mention su h(c) in each month, compared with the
value of the same. rage three months earlier. This means to accept

ption of an elasticity of expectations greater than zero (g)

on the part of th . : :
symbol %\S, e market; the variable has been indicated with the

One can accordingly write the relation
[4.3] UIB*® = {(IP, DN, RE, RS)
or in linear form

[4.3]

-—

M
UIBM® = oy - oIP + DN + 6:RE + @RS

®) On dumm i

¥ o y variables and th : .

Angeli Editore, Milar, 1966 e values they assume, see J. JoENsToN, Economelrica
v ’

(9} CL . R, Hicrs, V ¥ ) U XX -
. IcKs, alove e Cﬂpltﬁlf, TE'I y Aurin, 1954, chap er I pPp. 300-3 I
3 . II.
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The variable UIB¥ nevertheless cannot be empirically deter-
mined, Under the assumption that the factors influencing the move-
ment of the components UIB™ and BTL in the period considered
are not correlated to those which, according to the assumption made
abave, have determined the movement of UIR¥®, the latter can be
substituted by the total RB; one can then write

[4.4] RB = 0g + 0alP + 2sDN + &RE + wRS + @

where @ is a function which represents the flowback. of banknotes
not dependent on capital movements, and procced to regress RB
over 1P, DN, RE, BS. The estimated regression constant will repre-
@, that is, the constant of the equation |4:3] pius

sent the value % +
an estimate of the average of the values of UIB™ and BTI during

the pcrio-d considered.
The following copstraints can be placed a priori on the coeffi-

cients o1, Uz, "3, %4l

0 < =1

4 certain amount of portfolio ipvestment can in fact call for, at
most, the movement of an equal amount of banknotes, If the coef-
fcient should be higher ¢han unity, the variable IP would explain
also banknote remiftances due to UIB™ and BTI; in this case the
assumption that the causes explaining UIBR* and BTI are not col-
related to the variable IP would not hold good;

ag > O

the reaction to a stricter application of the regulations on rcgistration
tends to determine af illcgal outflow of capital and therefore an

outow and flowback of banknotes;

uy > 0

cates abroad higher than those in Italy also cause a flight of capital;
since the Italian yields have been subtracted from the foreign ones,
it follows that when the difference increases, the export of Ttalian
capital and banknotes 1NCreases likewise;

U-4<0

h causcs expectations of farther rises, that

4 rise in rates abroad whic
bank-

is, of a fall in security prices, leads to a smaller exportation of
notes, other things being equal.

Banknote Reinit
knote Remnittances: Italy’s Recent Experience

85
5. The Empirical Verification of the Model

The results of the re i
_ i regressions with h :
1962 through February 1967 are the fOllovIs,?i?g; ly data from April

[5.1] RB = 31 + 0.88 IP 4 317 DN — 3.9 RE
(0.09) (9:5) (6.2)
[
R* = 0485 D.W, = 1.18

[5.2] RB =27 + 085 IP + 337 DN — 500 RS
2 (0.09) (8.3) (22.1)
R* = 0.803 DW. = 1.23

[5.3] RB =30 + 085 IP + 327 DN — 1.6 RE — 49.0 RS
N {0.09) (9:2) (6.1) (22.7)
= 0,803 D.W. = 1.23

Belo i i
renthcsef r;lﬁz ;:o;ﬂgcicﬁz its .standard error is shown between pa-
fentheses. The lgttcr: . V&ndlcatcs the .multiple determination coef-
i g Shm;v . hthe coefficient of Durbin and Watson.
g Joation 5] 0 s that roo dollars of portfolio investment
cause a stilt o) 8 o st ;1[11 banknote .remittanccs. The regression
s Hisher than s te dP appears significant, being almost ten
fimes aghcr Lha units andard error; moreover, it is greater than
o et o b y as was expected a priori. The variable DN
sigoihicant at ¢ bz?l ﬁ);(r)tcent C(?nﬁdence level, seems to indicate thal.T
Eon.vtiftion that share re;stiﬁ;iaﬁec? glttl‘ibUtazle EO e
e een rendered mor i
eriableI%sz’ I(_;;Wt lfgtigf; aizilu; 3dz million dollars a moilt(ljlf.fcc'{"lgz
e : , does not seem signi i
%ﬁ;ft?gnb?m;] its s}iandard deviation and the E?éﬁ;arsliténl?avmg
DN, Cocﬂ:zemconf rms'thc significance of the varjables IP and
eppeating i enae c;;n o[ which do not differ greatly from those
2ppcars significant at a ?e:fll a'g?\?evggm;lc N
reoted. T : 5 per cent, and is negati
honge 01111: cgffﬁment of .thc. va.rlablc RS indicates th%lttlzsej i
percentage point in interest rates abroad causes ag

average change of opposite sign i
50 million do%l ars, opposite sign in the banknote remittances of
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Equation [5.3] combines the variables used alternatively in
[5.1] and [5-2], confirming the results obtained from. them. The
absolute levels and the degree of significance of the cocfficients of the
variables 1P, DN and RS remain more or less equal; on the con-
trary, compared with [5.1] the cocfficient of the variable RE (dif-
ference between foreign and Italian rates) comes out still less sign-
ificant when it 1 estimated together with RS (changes in foreigh
rates).
While the multiple deteriination coefficient is sufficiently high
in the three equations, that of Durbin and Watson appears oo low,
taking into account the number of observations; this is explained by
the fact that, as the function does not include all the factors that
have had any significant influence on banknote remittances, residuals
are serially correlated.

The function does not contain, for example, a gariable (10) that
reflects speculation against the lira and, therefore, does not explain
satisfactorily the behaviour of banknote remittances  during the
period when the former development became TOTe pronounc-cd

(September 1963-January 1904).

6. Conclusions

To sum up, ofle Must distinguish three principal reasons which
lie at the root of panknote remittances.

First, there are the © precautionary 7 reasons in relation to the
taxation authorities that become an extremely important factor under
a law like that of December 1962 which offered a striking prize
to any resident who succeeded in becoming a non-resident. Current
legislation once again offers, even if in lesser degree, an incentive
to Ttalians to invest in Italy under a foreign name; however, sufficient
information is not yet available to warrant the statement that this
has becn happening again in recent months.

Secondly, strongly linked with the preceding reasons come those
of a psychological Character relating to the compulsory registration
of shares. The entry of the Socialists into the Government and the
nationalization of the electricity industry contributed to creating 3
climate of distrust, the result being that Ttalian investors were driven
to exporting capital illegally in order to invest it permanently abroad,

— e —————

(10) Sce footnote (] on p. Ba2.
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Finall - .
capal ma};,k cttl:cmTirff reasons linked with the different trends of
economy inasn:luch as Cf}feCts are the most harmful to the Itasli:n
o the p:“:rcenta fas when tth are operative, a reduction occurs
et gfc of reentries into ltaly — by means of portfol;
el (-)btainedOm;a;ipltal cxpcl)rtcd in the form of ballknotgs '%}112
firm our thesis th: t ’
fiscal reason - at, apart from the prepon
mrovements jz,ntller hfactpr which determines Huctuatiofs E:(: f:rfltnf
e e o iC{l) the difference between the absolute level of intgrcat
a : us countries but rather the expectation th 5
going to rise or fall, pectation that they arc
Before co ; ..
The present S?;él;déng;bthﬂ 111131{5 of the analysis must be mentioned
€ as been able to provid . ! :
concernin ‘ . P ¢ an economic ex :
and ﬂowbga Cg}’;&l outflows in the form of banknote rcrgﬁltlzg(lzgn
2 deeper emmincipltal through pertfolic investment, cherthelcsz’
require 4 simcultarf 1011 of_ the problem analysed would robal;la
apon banknot cous estimate of the factors that have an ilrblﬂuen !
latter in its m;:nrfmltﬁanccs and upon portfolio investment, as tﬁz
can happen if it i:slrl X 3ﬂ; HiCt of the banknote remittanéés This
_ assumed that the decisi .
art dictate . ‘ cision to export notes is i
{E)olio invcstrie];y gxtrameconomzc factors, the result tf:;ng thatS ot
t depends upon the availability of funds abroad port
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