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&HQIUH IRU ODFURHFRQRPLFV /6 ( DQG %UXQHO 8QLYHUWLIN ZRQGRQ

Abstract 7KHUH DUH 0DUJH DQG 0RQJ 0DVILQJ QHJDILYH HITHFIV RQ RXISXII ITURP UHFXUUHQH ILQDQFLDO
FULVHV LQ PDUNHI HFRQRPLHV 3RILF\ PDNHW QHHG IR NQRZ LI WKHVH ILQDQFLDO FULVHV DUH
HQGRJIHQRXV R WKH PDFURHFRQRP\ DQG VXEIHFI IR SROLF\ LQIHUYHQILRQV RU DUH H[RJHQRXV
HYHQIV OLNH HDUIKTXDNHV = H ORRN ILUWIl Dil IKH GHILQLILRQ RI FULVHV DQG WKHQ VXUYH\ WKH OLIHUDIXUH
IURP -RUGD GFKXODULFN DQG 7D\0RU DQG IIRP %RUGR DPRQJIVII RIKHUV DERXHW lIKH
OLQNV EHIZHHQ FUHGLI JURZIK DQG FULVHV RYHU WKH ODVH \HDUWV = H IIKHQ JR RQ IR ORRN Dl WKH
GHIHUPLQDQIV R1 ILQDQFLDO FULVHV LQ PDUNHIF HFRQRPLHV VIUHWLQJ WKH UROHV Rl EDQN FDSLIDO
DYDLODEOH RQ ERRN OLTXLGLIN SURSHUIN\ SULFHV DQG FXUUHQI DFFRXQI GHILFLIV = H ORRN DI IKH UROH
RI' FUHGLI JURZIK 1IKH PDLQ 0LQN EHIZHHQ PDFURHFRQRPLFV DQG FULVHV DQG VWUHVV WKDW LIl LV
ODUJHO\ DEVHQI i LV DOVR XVHIX0 WR NQRZ LI WKH\ DUH SUHGLFIDEOH DQG LI VR SRHQILDOON\
SUHYHQIDEOH = H ORRN DI WKH UROH RI WKH FRUH IDFIRUW GLVFXVVHG DERYH LQ PDUNHI HFRQRPLHV
IIRP IR = H FRQFOXGH WKDIl SROLF\ PDNHW QHHG IR FRQIDLQ EDQNLQJ H[FHVVHV QRW
FRQVIUDLQ IKH PDFURHFRQRP\



1. Introduction

7KH 1LQDQFLDO FULVHV LQ DQG KDYH OHIW D 0RQJ DQG GHSUHWLQJ VKDGRZ RYHU IIKH 1.RUIK
$IDQILF HFRQRPLHV LRI RQO\ GLG RXWSXH 1D00 VKDUSO\ DIHU IKRVH FULVHV EXIf RXISXH JURZIK KDV
DOVR EHHQ VORZ VLQFH KDV EHHQ FRPPRQ IR 0LQN KLV FULVLV DQG RIKHW WR WKH 1IZLQ
SUREOHPV RI H[FHWLYH FUHGLIl JURZIIK DQG IIKH VXEVHTXHQW XQVXVIDLQDEOH JURZIK RI DVVHI SULFHV
DQG  SDUILFXODUO\  SURSHUI\ SULFHV 7KH OLQN EHIZHHQ FUHGLI JURZIK DQG I1LQDQFLDO FULVHV KDV
EHHQ HPSKDVLVHG LQ D VHULHV RI SDSHW FRYHULQJ D SHULRG Rl RYHU \HDW RI' KLVIRU\ LQ
GHYHORSHG HFRQRPLHV EN\ -RUGD 6FKXODULFN DQG 7D\0RU 6FKXODULFN DQG 7D\0RU

DQG -RUGD S5LFKIHU 6FKXODULFN DQG 7D\0RU DQG KDV EHHQ VXSSRUIHG EN\ WKH YLHZV DQG
IKH SXEOLFDILRQV RI WKH %DQN IRU ,QIHUQDILRQDO GHINOHPHQIV %,6  7KH HYLGHQFH IR OLQN FULVLV
LQFLGHQFH IR FUHGLIN JURZIK RYHU WKH 0DVl IRUN\ \HDW LV KRZHYHU ZHDN DQG HYLGHQFH RI WKH
OLQN IRU IKHVH HFRQRPLHV IURP HDUOLHU SHULRGV PD\ QRI EH UHOHYDQW IRU IKH DQDONVLV RI SROLF\
SUREHPV LQ ILQDQFLDOO\ (OLEHUDOLVHG DGYDQFHG HFRQRPLHV 7KH SUHYDLOLQJ YLHZ LQ IKH
HFRQRPLFV SURIHWLRQ DQG WKH SRILF\ FRPPXQUN LV WKDI FRQWUDLQLQJ FUHGLI JURZIK LV
HVHQILDO IRU SUHYHQILQJ D QHZ URXQG RI ILQDQFLDO FULVHV ,Q WKLV SDSHU ZH HYDOXDIH WKLV
SURSRVLILRQ DQG DiliIHPSH R XQGHUWIDQG WKH FDXVHV RI ILQDQFLDO FULVHV LQ DGYDQFHG HFRQRPLRV
RYHU lIKH ODVIF IRUIN\ \HDWV

= H ORRN DW IKH UROH RI WKH GHIHQFHV DJDLQW V\VWHPLF EDQN IDLOXUHV FDSLIDO DQG OLTXLGLIN DV
ZH0 DV DI WKH UROH R1 SURSHUIN\ SULFHV DQG RI FUHGLI JURZIK LQ GULYLQJ WKHP = H DUJXH IIKDI
IROORZLQJ WIKH UHVXOHV LQ -RUGD Hil DO RQ #KH SHULRGV VLQFH lIKH V DQG VLQFH DQG
KHQFH UHIHFILQJ D UROH IRU FDSLHDO DGHTXDF\ LQ H[SODLQLQJ ILQDQFLDO FULVHV LV PLVIXGJIHG ,Q IKH
ILQDQFLDOON OLEHUDOLVLQJ ZRU0G WKDW IRWRZHG RQ IURP §KH FRIODSVH RI %UHINRQ = RRGV VAVIHP LQ
WKH HDUO\ V EDQNV RQ EDODQFH VKHHII FDSLIDO KDV EHHQ DQ LPSRUIDQI GHIHQFH DJDLQVH lIKH ULVN
RI' FULVHV HYHQ LI Lk ZDV QR VLIQLILFDQW LQ HDUOLHU KLVIRULFDO SHULRGV = H FRQFOXGH IIKDIf iKH
HPSKDVLV RQ FUHGLH JURZIK DQG LIV FRQIURO UDIKHU #KDQ RQ FDSLIDO DGHTXDF\ LV PLWXGJHG DQG
UHGXFHV IIKH FKDQFHV RI SUHYHQILQJ D QHZ ZDYH RI GDPDJLQJ FULVRHV

,Q WKH QHW VHFILRQ RI WKH SDSHU ZH UHYLHZ WKH UHODWHG OLIHUDWXUH RQ WKH IDFIRWV GULYLQJ FULVHV
RYHU WKH 0DV \HDWV DQG ZH UH HPSKDVLVH WKH FRQFOXVLRQ Rl %RUGR IKDW WKHUH LV
OLWIOH HYLGHQFH IR VXSSRUI {KH LPSRUIDQFH RI FUHGLI JURZIK RYHU WKLV SHULRG ZLIK RQO\ WKH

FULVLV DQG WKH FULVHV VKRZLQJ 0LQNV +RXVH SULFHV KDYH EHHQ FRP PRQO\ (LQNHG






GHPRQVIUDIH WKDW LQ IKHVH FULVHV DQG LQ D QXPEHU RI RIKHU ID[RQRPLHV Rl FULVHV LQ IKH SRWW
ZRUWG FDSLID0 KDV D PDIRU UROH R SOD\ LQ WKH GHIHUPLQDILRQ R1 FULVLV SUREDELOLILHV

&ULVHV KDYH EHHQ HQGHPLF LQ PDUNHI EDVHG RU FDSLIDOLVI HFRQRPLHV DQG IKH\ EHFDPH
LQFUHDVLQJON FRPPRQ LQ 2 (& ™ FRXQILHV E\ GHFDGH DIHU IKH HQGLQJ RI IKH FULVLV IUHH %UHIIRQ
= RRGV SHULRG RI ILQDQFLDO UHSUHWLRQ EHIZHHQ DQG 7KH %UHIRQ = RRGV VAVIHP
ZDV FULVLV 1UHH LQ SDU EHFDXVH 1LQDQFLD0 VAWHPYV ZHUH ILIKIO\ FRQIURWHG DQG WKH OLEHUDOLVDILRQ





















IR IRID0 EDQNLQJ VAVIHP DWHIV ZDV JUHDIHU IKDQ RU IKH SXEOLF EDLORXI FRVWI H[FHHGHG
SHUFHQI RI *=3 RU VAVIHPLF FUVLV FDXVHG ODUJH VFDOH EDQN QDILRQDOLVDILRQ DQG LI QRI
HPHUJHQF\ JRYHUQPHQI LOIHUYHQILRQ ZDV VXWDLQHG &ULVHV FRX0G DOVR RFFXU ZKHQ EDQN UXQV
ZHUH REVHUYHG EXI IKHVH KDYH EHHQ UDUH LQ RXU VHI RI FRXQIULHV VLQFH LRI D RI IKH
FULVHV LGHQILILHG E\ &DSULR HIl DO ZHUH SXEOLFO\ YLVLEOH DV VXVIDLQHG JRYHUQPHQI
LQIHUYHQILRQ FDQ EH KLGGHQ EX FDUHIX) PDQDIHPHQI RI #KH SXEOLFON DYDLODEOH DFFRXQIV DQG WKLV
ZDV FRPPRQ EHIRUH IIKH HUD RI FHQIUDO EDQN IUDQVSDUHQF\ EXIl ZRX0G EH REYLRXV H[ SRVI IR
RILFLDOV  7KH GHILQUILRQV ZHUH WLIKIHQHG DQG XSGDIHG E\ /DHYHQ DQG 9DIHQFLD DQG
ZKR VIUHVWHG IIKH UROH RI SXEOLF VHFIRU LQIHUYHQILRQV DQG IIKH\ UHYLVHG DQG H[IHQGHG IIKH
GDIDVHI 7KH /DHYHQ DQG ODIHQFLD UHYLVLRQ UDLVHG IKH IKUHVKROG EDLORXI FRW IR SHUFHQI RI
* =3 DQG IRFXVHG RQ FULVHV IIKDIl &DSULR HIl DO KDG QRIHG DV VAVIHPLF  7KH FULVHV LQ LQ
IKDIl ZH DQG IKH\ LQFOXGH FDQ DX EH GHVFULEHG DV VAVIHPLF

7KH UHFHQW SDSHU E\ %DURQ Hii D0 SX00V WRIHWKHU WKHVH DQG D QXPEHU RI RIKHU GHILQLILRQV
RI' FULVHV RYHU D 0RQJHU ILPHU SHULRG IIKDQ ZH XVH KHUH DQG DOVR SURSRVHV D QHZ GHILQUILRQ RI D
FULVLV ZKLFK GHSHQGV XSRQ PRYHPHQIV LQ EDQN HTXUN\ SULFHV $V %DURQ HW DO QRIHV
WKHVH RIWHQ RFFXU EHIRUH D FULVLY EHFRPHV REYLRXV DV VKDUHKROGHW PD\ 0RRN PRUH FDUHIX00\ DI
IIKH VIUXFIXUH RI WKH EDODQFH VKHHW IKDQ GRHV IKH SXELF SUIKRXJIK PRW FULVHV LGHQILILHG E\






KLIKHU 7KLV ORJLW KDV IIKH ORZHW $8& RQ IKH DEOH VXJJHVILQJ LI KDV UHODILYHO\ ZHDN
VLIQDLQJ SRZHU 7KLV HPSKDVLVHV RXU SRLQW DERYH WKDW FULVLV FKRLFH DIIHFIV IKH PRGHO
VHOHFILRQ FULIHULD DQG VWUHQJIWKHQV RXU YLHZ WKDIl ZH VKRXO0G WDNH HWHUQDO FULVLV GHILQLILRQV VXFK
DV &DSULR Hil DO DQG /DHYHQ DQG 9DOHQFLD UDIKHU #KDQ FRQVIUXFI RXU RZQ DI WKH
VDPH ILPH DV VHOHFILQJ WKH GDID VHW

Table 4 The Laeven and Valencia Crisis Definition

1RIHV DV 7DEH

,Q 7DEOH  ZH WXUQ WR HYDOXDILQJ RXU PRGH0 XVLQJ WKH /DHYHQ DQG 9DHQFLD GHILQLILRQV RI
FULVHV  ZKLFK DUH HVVHQILDOO\ IIKH VDPH RYHU RXU SHULRG DV LQ IKH VHTXHQFH Rl SDSHW E\
6FKXODULFN DQG 7D\0RU DQG RIKHW DQG KHQFH ZH FDQ GLUHFIO\ FRPSDUH RXU UHVXOIV IR -RUGD HW
D0 = H UHSHDW iKH /DHYHQ DQG 9DOHQFLD UHJUHWLRQ IURP 7DEOH  LQ WKH ILUVW FRIXPQ
DQG WKHQ DGG WKUHH 0DJV LQ UHDO IIRIDO FUHGLK JURZIK LQ FROXPQ  7KH SDIlHUQ LV WKH VDPH DV LQ
7DEOH  H[FHSI KD UHDO KRXVH SULFH JURZIIK UHPDLQV VLIQLILFDQI ZKHQ ZH DGG UHDO HRWDO FUHGLH
JURZIK DQG IIKH %,6 FUHGLI IR * =3 JDS ZKLOVI RQO\ IIKH QHJIDILYH IIKLUG 0DJ RQ UHDO WRHWDO FUHGLW
JURZIK DSSURDFKHV UHDVRQDEOH OHYHOV RI VLIQLILFDQFH  1RQH RI IKH 0DJV LQ UHDO HIRWDO FUHGLW
JURZIK ZRX0G EH NHSH LI ZH VHTXHQILDOO\ HLPLQDWHG WKH YDULDEOH ZLIK WKH OHDWI VLIQLILFDQFH
DQG HVILPDIHG DJDLQ XQILO RQO\ VLIQLILFDQN YDULDEQHV ZHUH OHII &ROXPQ KDV D KLIKHU $8&
IKDQ FROXPQ  DQG D EHWHU KLI UDILR DQG D VPDIOHU )DOVH &D00V UDILR EXW WKH JDLQ LV QR
SDUILFXO0DUON ODUJH = H FDQ WHWW 1RU IKH NRLQN VLIQLILFDQFH RI WKH UKUHH 0DJV ZLIK D = DOG
HLFOXVLRQ WHW ZKLFK LV SDWHG ZLIK &KL SURE 7KH XQEDIDQFHG
VDPSOH ZLIK 0DJV LQ UHDO FRQVXPHU FUHGLI JURZIK DOVR JLYHV WKH VDPH PHWDJH DV LQ 7DEOH DV



WKLV YDULDEOH LV QHYHU VLIQLILFDQI DQG QR LQGLYLGXDO 0DJ ZRX0G EH VLIQLILFDQI RQ LIV RZQ EXIl
WiKH LQFOXVLRQ Rl FRQVXPHU FUHGLIN UHGXFHV WKH VLIQLILFDQFH RI UHDO KRXVH SULFH JURZIK $ = DIG



PDUNHI LQ VXFK VHFXULILHV LQ *HUPDQ\ VLQFH 'LV KDUG R PRGHO 0DFN RI' ZLVGRP LQ SRRUO\
UHJIXODIHG EDQNV

/KHUH DUH RIKHU FDXVHV RI' FULVHV WKDW DUH HYHQ KDUGHU IR PRGH0 7KH FRUIDSVH Rl &RQILQHQIDO






LQ IIKH ODIIH V DQG IIRP RQZDUGV DQG LQ WKH ODIHU FDVH Lif LV FOHDUON. HDUO\ HQRXJK IRU
SURPSI FRUHFILYH DFILRQ WR KDYH EHHQ HITHFILYH ,1 ZH DGG WIRID0 0HQGLQJ JURZIK IR IKLV PRGHO
KH SHUIRUPDQFH LQ WKH (DIiH V LPSURYHV EXW DIWHU #KH H[SDQGHG PRGHO VLIQDOV OHWV
VIURQJO\ KDQ WKH EDVHOLQH ,I ZH EHILHYH ZH VKRX0G DGG 0HQGLQJ JURZIK WR RXU SUHIHWHG
H[SODQDILRQ D00 RI WKH SDUDPHIHW FKDQJH DV ZH FDQ VHH IURP 7DECH  DQG WKH WUXH GULYLQJ
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