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A sudden decrease in the risk appetite of global investors increases the probability of uncommonly large bond outflows from
emerging markets.
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This paper characterizes the implications of risk-on/risk-off shocks for emerging market capital flows and returns. We
document that these shocks have important implications not only for the median of emerging markets flows and returns but
also for the left tail. Further, while there are some differences in the effects across bond vs. equity markets and flows vs. asset
returns, the effects associated with the worst realizations are generally larger than on the median realization. We apply our
methodology to the COVID-19 shock to examine the pattern of flow and return realizations: the sizable risk-off nature of this

shock engenders reactions that reside deep in the left tail of most relevant emerging market quantities.
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