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Figuare 13 1. The proportion of counrries with banking crises,
I P02 0, weeighoed by thieir share of seorld income.

Sopdrces . Foaminsky ared Reinhare {19990 ), Pordsy e sl (20010 5,
Mladditson (2041, Caprio ei al. {2005), Jécome {2008 ), and ihe asddiiomal
sovurtces Hared dnappendix A2, svhibch provides the daces of bankinge orises.,

MNares: The sample size incluades all sixey-six countries listed in table 1.1 thar
were independent srates in rhe given vear Thiree sers of GGDF weights are ussd,
1913 weights For the pericod 18200—1913, 1990 weighes for the period 1914—1990,

sl fimally 2003 wemhits for the period 15391 =-2008. The doroed lime omdicabes

all crises, the solid line sypstemic crises. { for insmnce, for dhe 19808 and 19904,

vhe crises in rthe Mordic couneries. cdhen Japan, then the rese of Asial, The
cnmtrics for 20072308 indicate crises im Aaouseria, Belgium, Cermany.
Humgary, Japan, the Netherkands, Spain, the Uniced Eingdom, and
rhie Llnited States. The fipure shaows o thoes e ar meowvines @y era e,



TABLE 13.1
Posc—rarle] YWrar [ hoank -cenmtered fmuncial orises
i esdvorrced oot Gereies

Lo iey Pesinning yvoear of crises

Severe {systemce ) orises: T e “Huag Five"
Spaicn R rprd
Morneany 19ad
Fimland LS 1
Sawvechen BV
Japan | IS

Milder crises
Limitedd 'i:.'_i_nt;du_nm 19974
Ciermmany 19TFJ
i _anada | D& E
United States (savines and loand 1954
leeland 1985
e rnark 1loa7
Mew Zealand 1987
Aours ool o | e
leaaly 1=
Gireooe | SR
Limired E insdaom 1991
Framce 1ot 4
Limiced B lrvacdams | Ser S

Samprces, Clapaion and Klingebicl (198, 2005, Kaminsky ownd Beinmbharr
(1999 ), and Claprlooer al (305)



TABLE 15.1
Global banking crises, 1890-2008: Contagion or common fundamentals!

Years of bunching

in banking crises Atfected countries Comments

1890-1891 Argentina, Prazil, Chile, Argentina defaulted and there
Portugal, the United Kingdom, were runs on all Argentine
and the United States hanks {sce della Paolers and

Taylor 2001 ); Baring Brothers
faced failure,

1907-1908 Chile, Denmark, France, Italy, A drop in copper prices under-
Japan, Mexico, Sweden, and mined the solvency of a trust
the United States company {cquasi-bank) in

New York.

1914 Argentina, Belgium, Brazil, World War I broke out.
France, India, ltaly, Japan,

Netherlands, Norway, the
United Kingdom, and the
United States

1929-1931 Advanced ecconomies: Belgium, Real commodicy prices
Finland, France, Germany, collapsed by abour 51 percent
Greece, [taly, Portugal, during 1928-1931. Real
Spain, Sweden, and the interest rates reached almaose
United States 13 percent in the Upited

Emerging markets: Argentina, States,
Brazil, China, India, and
Mexiko

1981-1982 Emerging markets: Argentina, Between 1979 and 19582, real
Chile, Colombia, Conga, commodity prices fell about
Ecuador, Egypt, Ghana, 40 percent. ULS, real interest
Mexico, the Philippines, rates hit about 6 percent—
Turkey, and Uruguay their highest readings since

1933, The decade-long debe
crisis in emerging markers
began.

19871958 Many small, mostly low-income These years marked the rail-end
countries; Sub-Saharan Africa of u nearly decade-long debt
was particularly hard hit crisis.

1991-1992 Advanced economies: the Czech  Real estate and equiry price

Republic, Finland, Greece,
Japan, and Sweden

bubbles in the Nordic

countries and Japan bursy;

{comtinued)

TABLE 15.1 Continued

Years of bunching
n banking crises— Affected countries Comments
Other countries: Algeria, Brasil, many transirion economies
Egypt, Georgia, Hungary, coped with hiberalization and
Poland, Romania, and the stabilization,
Slovak Republic
1994-1993 Argentina, Bolivia, Brasil, The Mexican “requila erisis”
Ecuador, Mexico, and dealt the first blow ta the
Paraguay surge in capital inflows to
Others countries: Azerbaijan, emetging markets since the
Cameroon, Craatia, early 1990,
Lithuania, and Swazikand
[997-1999 Asia: Hong Kong, Indonesia, The second blow was dealt to
Malaysia, the Philippmes, capieal flows to emerging
Taiwan, Thailand, and markets,
Vietnam
Other countries: Brazil,
Colombia, Ecuador,
El Salvador, Mauririus,
Russia, Turkey, and Ukraine
2007~present Germany, Hungary, leelmd, The U.S, subprime real estate

[reland, Japan, Spain, the
United Kingdom, the United
States, and others

bubble—and other real estate
hubbles in advanced
economies—hurst,

Smmees: Based on chapters 1=10f this ook,
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Sovereign External Debt: 1800-2006
Percent of Countries in Default or Restructuring
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Sources: Lindert and Morton ( 1989, Macdonald (2003, Purcell and Kaufman ( 1993 ), BEeinhart, Rogoff, and
Savastano (2003, Suter (1992, and Standard and Poor’™s {(various vears).

Motes: Sample size includes all countries, out of a total of sixty six listed in Table 1. that were independent
states in the given wear.



Sovereign External Debt: 1800-2006
Countries in Default Weighted by Their Share of WWorld I'ncome

Purcent of world Incoms
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Sources: Lindert and Morton (1 9549, Macdonald (2003, Maddison ( 20035, Parcell and Kaufman (1 9935,
Reinhart, Rogoff, and Savastano (2003, Suter 1992 ), and Standard and Poor’s (various vears ).

Motes: Sample size includes all countries, out of a total of sixty six listed in Table 1. that were independent
states in the given yvear. Three sets of GDP weights are used, 1913 weights for the period | B2B00-1913, 1990
for the period 1914—1990, and finally 2003 weights for the period 1991 20005,
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Imnflation and External Default: 1900-2006
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Duration of Default Episodes: 1800-2006

frequency of occurrence, percent

I - 2000
20 7 o9 eprsodes
Median is 3 years
15 Ayl e
FHMLTRS
127 episodes
fa T Median is 6 years
..'T .
0 - o et N e

I = Sy ¥F 6 ¥R 22 2% 28 3F 34 37 4 43 40 49 532 55 AKX ol o4 o6 70

Years in Default

Sources: Lindert and Morton ( 1939, Macdonald (2003, Purcell and Kaufiman ( 1993, Reinhart, Rogoff, and
Savastano (20030, Sater (1992, Standard and Poor™s (various yvears) and authors™ calculations.

Motes: The duration of a default spell is the number of vears from the vear of default to the vear of
resclution, be it through restructuring. repayiment, or debt forgiveness. The Kolmogorov—Smirnoff test for
comparing the equality of two distributions rejects the null hypothesis of equal distributions at the one
percent significance level.
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Table 3. Selected Episodes of [Default and Reschaeduling: 207 Century as of 2006
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Net Capital Flows from the Financial Center and Default

1818-19468
- T
" UK, and US Curvent account balance,
F-year sum a5 a percent of GDF i=

o fright axis ~

- Number of new defautés I
'E,,- ',r"' 3-yrar sum 1.
i T
= ke
£ i
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_.-

24 1]
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Sources: Historical Statistics of the United States (2007), Imlah (1958, Mitchell { 1993, Bank of England.
Motes: The current account for the UK and the LS is defined according to the relative importance (albeit in a
simplistic arbitrary wayv) of these countries as the financial centers and primary suppliers of capital to the rest
of the world: 1800—-1913 UK receives a weight of | (Us, 0): 19 [4—-1%3% both countries” current accounts are
equally weighted: post-1940, LIS receives a weight equal to 1.
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Table 5.

| RO 5

Crises at the Financial Center and Their International Repercussions:

Origin of the shock:
country and date

Mature of common
external shock

Contagion
mechanisms

Countries affected

London, | 8251826

Crerman and Austrian
stock markets collapse,
May 1873

Major commercial and
financial erises in London
during 182526, which
spread to continental
FEurope. Trade and capital
flows with Latin America
plumimet.

French war indemnity paid
to Prussia in 1871 leads to
speculation in Germany and
Austria. As far as the
periphery 1s concerned. the
world recession ( 1873

I 870% results in a dramatic
fall in trade and capital
flows originating in the

COre.

L'pon Peru’s 1826
default, London bond
holders immediately
become concerned
about other Latin
American countries’
ability to service their
debts: bond prices
collapse.

Capital flows to the
LS. fall in the wake of
Grerman crisis

i Kindleberger 20000,
Ensuing world
recession | 8731 870
leads to debt servicing
problems in the
periphery through
reduced exports and tax
revenues. Initial
defaults in small
Central American
nations in January 1873
leads to a fall in bond

prices.

Chile and Gran Colombia
(which comprised today’s
Colombia. Ecuador, and
YVenezuela) default later
in the vear. By 1825, all
of Latin America, with
the exception of Brazil,
had defaulted.

Crisis spreads quickly to
[taly, Holland, and
Belgiwm, leaps the
Atlantic in September and
crosses back again to
involve England, France,
and Russia ( Kindleberger,
20004, By 1876, the
Ottoman Empire, Egyvpt,
Crreece, and 8 Latin
American countries had
defaulted.




The March Toward Fiat Money: Europe 1400-1850

11 - _
o Awerage Nuver Content (in grams) c_lf 10 Currencies
H T . 1
Napoleomic Wars, |799-
T 4
' 1815
w0 i 1812 Austna debases
E -
= = currency by 55%
_.1_ -
3 4
I -
I:l 1 1 T 1 1 T 1 1 T 1 T T 1 1 1 1 1 1 T 1 T T T T T T T T T T T T T T T T T T T T T T T T 1
1400 14500 15000 1550 [ GO0 1650 | 700 | 7500 | =00 1551

sources: Primarly Allen and Unger and other sources listed in Table Al4.
Notes: In the cases where there 1s more than one cwrrency circulating in a particular country (in Spain, for
example, we have the New Castille maravedi and the Valencia dinar) we calculate the simple average.



Ferceni

Median Inflation Rate ALl Countries
§-Year Moving Average: 1500-2006
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Sources: There are innumerable =ounces given the length of the period covered and the larzge number of
countries inchuded. These are listed in Table Al



Table &. “Default™ through Inflation: &sia, Furopse, and the “Mew Waorld™ 15001799

Period Share of veary & wiickh Nuomber af Marcimnm Fewar af
Conniy covered irfTaior exceeded .|'.:|',r'L'.-'.'r.g.'F.n'.'.f.'lr.-.'-J el peak
20 percent A perceri inilalon inflaliaor

Asiar China 1630 14.3 .2 0 115.7 1551
Japuan 160 340 14.0 o L0 1602
Flomoa 1 743 439 298 0 143, IT&T
FEurope Austria 1 5001 54 .0 1] ] 1523
Helgium 15031 251 1.0 0 =51 TOS
Denmark 1 740 | 5.5 104 0 774 1772
France 1501 12.4 2.0 0 21.3 1522
Crermarmy 1501 0.4 i4 0 140016 1622
[taly 1501 121 7.0 0 1731 1527
MNetherlands 15001 4.0 3 i 4 Fo9
Morway 655 .0 n& 0 dq 2 T
Poland | 7o 435 1.9 0 o2 1752
Poriagal 1723 19.7 2.8 0 4301 1757
Spain 1501 4.7 0.7 0 405 1521
Swedan | 5400 15.5 4.1 0 G55 1572
Turkey | 585 19.2 11.2 0 534 1521
Limited 1501 5.0 1.7 0 EL* 1587
Kingdom

The =“New World™
Argentina 177 4.2 0.0 0 S0LE 170
Hrazxil | 74 2540 4.0 0 330 1792
Chile 1751 4.1 RN 0 6.6 1753
Mexico 1 742 22 7.0 0 &0.0 1770
FPerm 751 102 1.0 ] 4 17655
Linited Siates 1721 7.5 4.0 0 1925 17749

" Hyperinflation is defined here as an anmal inflation mte of 300 percent or higher (this is not the raditional
Cagan definiticom).



Table 7. “I3cfaunlt” throuzh Inflation: As=ia and Alrica | A0 200

Hegroning SFeare af e l.F far welde i R TE N ST T Al mvveeny Fewwr af
ET R Sy af e il on ene el By peringifmrdarn arraed ek
e el et raprfa e infiaion
I e Ennd S e rcend

Mloeria [N Ar s 4.1 12.0 [t} [T 154047
Angola 1315 =33 o A 4 44 1.0 ] SR
Cemitral =257 4.1 s L 27.7 1471
Adrican
Rapublic
ot 152 T3 0 L} 20 154
137 Tvire
Eoypl 1 B 7.5 0.7 0 40.R CEN
Fenya L L =3 E L G40 199 =
MAauritiu= 1247 (] (N i 230 1 5=
oz i (R T 14 % 4.5 L} =75 15247
Migeria (R T 225 L L} TZEQ 19995
South | B (KR s L} AsZ2 R AR
Adrica
Tuni=ia [ D 11.2 (S L T2 15042
Zambia 1= 297 15 .5 L 153 .5 1993
Fimbabwe 12y 233 1.3 1,210 el u TS
Aosmiia
Chiina 1 =aw 150 3 1.0 = 1, 5793 15947
Hiomg Baone L 1.7 0.0 L 1.7 | R EE B
Imdia 1 =] T3 1.5 L 53 = 15042
Indone=ia RN R 15 .5 L= 1 LR REL 1505
Japan [ 122 S 1 SR 0 1 <245
K inre= 1 SaE 35 .3 2405 L Z1o4 1951
Edalay=sia 1 S 1.7 [ L 2Z0 150500
B y=mmmar 1872 222 [y L =1 el [ )
Fhilippinas R ic .4 11.4% T2 L 141.7 15042
Singapors | g N (A i 235 1973
Taiwan | S 14.7 11.08 ] 2o 1597 =

—
" Hyperinflation is defined here as an annaal inflation mmke of 300 percent or higher (this is noi the iraditional
Caoan de Firiticomn .
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Currency Crashes: Share of Countries with an Annual
Depreciation Greater than 15 ®Percent: 1800-2006
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Sources: The primary sources are Global Financial Data, and Reinhart and Rogoft ( 2003, but thene are numerons
others that are listed in Appendix 1o the working paper.
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Figure 14.1. Cycles of past and ongoing real howse prices and banking crises,
Sowrees s Appendixes A L and A2 and sousces chped cherein.

Mores: Each banking crisis episode is identihed by counoy and the begimning

year of the crisis. C*nly mapor (systernie ) banking crisis epizodes are included,

subpect to dara hmirasions, The historical avernge reported does oot ine hode

ongoing crisis episades. For the ongoing episodes, the calculatons are based

oy claisa tl:l.mu;gh tke ﬁn!l.nwing p-E:rimr_lﬂ'_ i dciEober 200, mr_'ln_thlr. for leeland

and Ireband; 2007, amnuesl, for Hanesasry: and £33, 2008, guarterly, for =il
others. Clonsumer price indexes arce used re deflate nominal house prices.
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Figure 14.2. Cycles of past and ongomg real equity prices and banking crises.
Sowrces: Appendixes ALl and A7 and soarces cited therein,

PMares: Each banking crisis epizade i= ikbentified by counery and the beginning

vear of the crnsis. Only major (systcmic ) banking crisis cpisodics arc includced,

subject o data limirations. The historical averapge reporred does nor inclade

O ST W LN TS s -l_-rjl_-ir_'u.l-uﬁ. For the CErR ST ::-]:liaz-uclc-ﬁ-. the calculations are bosed

on dama through Tecember 2. 2005, Consumer price indexes arc used
tor deflane nomineal equity prices.
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Japan, 18952
Foreay, 1987
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Figure 14.4, 'E'_."'!,ll:h:l; mfp&mt renl per capata 5DP ST yPa | |_l£|r||{ing Crises.
Somrced s [onal Economy Darakboese (TED), Coarter et al. (2006},
and the authors' calculbarons.

MNeotes: Each banking crisis episoade s glentihed by counery and the beginning
vear of the crmis. Only mojaor {systemic ) banking criss episodes are included,
subjece to daca limimtiwons. The historical average reported does nor inelude

ongoing crizis episcdes. Toral GDP in millions of 1990 U2, dollars

{comverted ar Geary Khomis FPFs) divided by mibdyear popularion,
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TABLE 14.1
Fiscal deficirs {cenrmal government balmce) as a percenvage of GOP

Couineey, Year hefore Peak Increase of decrease
crisls year the crisis deficit (year) (=) i the hscal deficit
Argentina, 2001 -7.4 —11.9 {2002) 95

Chile, 1980 1.8 =32 {1985} 5.0
Colombia, 1998 =16 =14 (1999) 1.8
Finilaned, 199] 1.0 =108 {1994) 118
lndonesia, 1997 2.1 -3,7 {2001) 5.5

Japan, 1992 0.7 —B. 7 {1994 G4

Korea, 1997 00 —4.H {1998} 4.5
Malaysia, 1997 Q.3 =38 {200 (.3
Mexico, 1994 {3 =13 (19%98) 2.6
Morway, 1987 3.3 2.3 (1992} 79

Spawn, 1977 -39 “31{1977) 0.8
Sweden, 1991 1R —1 L0 {1997) i54
Thailand, 7997 23 —3.5 (1999} 58

Searces: Interaarional Monetary Fusad [varions vears), Governmient Financiad Seaniaics and Wiord Eco-
b ol | sened the auehaes” caloulasions.

*As shown in bigure 14.4, Spain was the only country in our sample o show a {modest) increass {in per
capita GDP grosweh dering the poserisis perliod.
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Figure [4.7. The durarion of major inancial crises: Fourrcen
Girear Depression episodes versus fourteen po<e—World War 11
cpisades {duration of rthe fall in ourpurc per capiea).
Sowrces: Appendix A3 and the authos’ calculations.

Naotes: The fourtecen postwar episodes were thosce in Spain, I1277: Norway, 1987
Finland, 1991; Sweden,. 1991 Japan, 1992; Mexico, 1994; Indonesna, T hatland,
and (grouped as Asin-4 m the Aiguare) Hong Kong, Korea, NMalaysia, and
Fhilippines, all 1997; Colombia, 1998; and Argenrtima, 2001, The foarrteen
Great Depression episodes were comprised of cleven: banking orisis episodes
and three less systemsc hur eqgually devasmating economic contractions in
Canada, CChile, and Indonesia dumnng the 1930s. The banking crses were
those n Japan, 1227 Brazil, Mexico, and the Unired Seares, all 1929;
France and by, 1930; and Auseran, Germany, Poland, and Romania, 19310
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Figure 14.8. The durarion of major financial orises:

Fourteen (Grear [Depression episodes versas fourrteen post1—Waorld War 11
cpisodes { number of vears for output per capita To return To 1ts precrisis level).
Sowerces: Appendix A .3 and rthe avthor' calculations.

Notes:- The fourtcen postwar cpisodes weoere those in Spain. I1977: Norway, 1987
Finland, 1991; Sweden, 1991; Japan, 1992; Mexica, 1994%; Hang Kong, Indonesia,
Karea, Malaysia, thhe Philippines, and Thatland, il 1997 Colambin, 1995; and
Avrpenting, 2001, The fourteen Grear Depression episaodes were comprised of
cleven banking crisis cpisodes and three less systemiic bur egually devastatmg
econaomic contractiaons inn Canceda, Chiale, ancd Indonesia. T he banking crises
wese tho=e m Japan., I1927: Brazil, Mcoxico, and the United States, all 1929;
France and lcaly, 1930; and Ausseraia, Germany, Poland, and Romanis, 19310
The precrisis level for the Grear Depression swas char of 1929,
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