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[image: ] Figure A1 – BMA Model Results
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The above marginal effects are taken from the next two output tables, AT2 and AT3, which are alternate operationalizations of the IV approach. Here I also use the same IV strategy as applied to CBI but also apply it to the employment mandate models. Conventional Fixed effects approachs with this IV method yielded the same inferential results, but the instruments were not sufficiently strong for the employment mandate models (unlike with CBI). This is not surprising, given how much less variation there is for employment mandate changes and the inefficiency of fixed effects. Thus, these models were estimated via random effects, for which instrument strength tests are dramatically improved and are at or exceed F tests of 20. Confidence intervals are 90% confidence intervals.
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[image: ]Table AT9 provides evidence that the significant negative shocks associated with CBI is not simply driven by a high pre-crisis level of the DV. The eliminates the possibility that a high pre-crisis lending or stock market boom simply preceded a significant crash. The CBI results hold.
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[image: ]Above in table AT11 is an assessment for whether CBI also predicts the magnitude and nature of the size of the governments fiscal response. The model is subset to banking crisis years as a random effects estimation, but the results did not change with regional fixed effects. Also, an additional model interacting CBI here with the time trend was estimated, but was insignificant.
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Table AT12 attempts to resolve issues of data quality, accuracy, and potential correlations with CBI and the outcomes associated with the main results. This table reports weighted regressions based and various measures known to highly correlate with data quality – HRV Economic Transparency, the World Bank’s “statistical capacity” continuous measure, and the level of polyarchy (VDEM) democracy. For the “Stats Cap” measure, to maximize sample size, I first regress the WB measure on (log) gdp-pc, polyarchy democracy, and HRV transparency. I then obtained the fitted values, and used this “Stats Cap” as the weighting measure in models 2, 5, and 8.
[image: ]
[image: ]Figure AF8 is the marginal effect of an alternate policy indicator than real interest rates. Here the short-term treasury bill rates are used, which is common the monetary transmission literature in developing countries. It is highly controlled by central banks even in poor developing countries, and it highly corroborates the real interest rate results.
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Table AT2: Instrumental Variable Model for CBI, Random Effects IV with DK Standard Errors

(log) 5
) (log) Domestic  (log) Stock Mkt
(DV) Change in: U"e'"Rpa‘:‘;me nt Credit / GDP Capitalization
1 P 3
Lagged DV 0.125%* 0.046 0.341%%
(0.029) (0.031) (0.035)
Banking Crisis -0.101 0.061 0.203¢
(0.133) (0.085) (0.117)
cal 0.09 0.176%+* 0.077
(0.09) (0.044) (0.181)
CBI * Banking Crisis 0.276 -0.269* -0.448%*
(0.23) (0.157) (0.208)
(D) Economic Globalization Flows -0.001 0.004% 0.013%**
(0.001) (0.002) (0.002)
(D) Fiscal Balance -0,003%+ -0.008% 0.007*
(0.001) (0.002) (0.008)
(log) Inflation -0.0003 0.013¢ 0.002
(0.004) (0.008) (0.016)
Flectoral Democracy 0.002 0.056%* 0.003
(0.029) (0.027) (0.074)
(log) GOP pe 0.001 0.012% 0.009
(0.007) (0.005) (0.02)
(D) Exchange Rate 0.003 0.044 -0.166**
(0.014) (0.036) (0.052)
Exchange Rate Level 0.04 0.069** -0.081
(0.042) (0.035) (0.068)
Equity / Bank Ratio 0.054 0.061 0.092
(0.081) (0.045) (0.119)
Economic Globalization -0,0005** -0.0002 -0.0004
(-0.0002) (-0.0003) (-0.001)
Regional Exchange Rate Volatility 0.037 -0.084 0.439
(0.064) (0.101) (0.29)
(D) IMF Credits 0.450¢ 0.409%* 1073%*
(0.25) (0.161) (0.497)
Credit Boom in Prev 5 years 0.021%%* 0.038%** 0.032%*
(0.006) (0.009) (0.016)
US Crisis Dummy 0.009 -0.0005 0.109*
(0.014) (0.013) (0.029)
Constant 0.054 0.108** 0.084
(0.093) (0.052) (0.112)
Observations 1,833 2,460 1,510
R2 0.061 0,078 0.219

Instrumental Variabl e models for CBI. The instruments are peer competition based groupings, taking the

lagged value of CBI in similar: GOP, Regime Type, and Globalization ranked countries. These were collpased
inta ane instrument via PCA. * p<0.1 ** p< 0.05 *** p<0.00%; Driscall -Kraay Standard Errars in parentheses
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Table AT3: Instrumental Variable Model for Employment Mandates (Subset to High
Functional Independence)

(0V) Change in: U"enttf)mem {log) Domestic (log) Stock Mkt
Credit/ GDP  Capitalization
Rate
1 2 3
Lagged DV 0.119** 0019 0.3477%%
(0.05) (0.034) (0.044)
Banking Crisis 0.246 0481 -1.077*
(0.168) (0.218) (0.566)
Employment Mandate 0.08 -0.038** -0.012
(0.022) (0.013) (0.04)
Emp Mandate * Banking Crisis -0.055 0.118* 0.345*
(0.059) (0.07) (0.195)
(D) Economic Globalization Flows -0.002* 0.006%* 0.015%**
(0.001) (0.002) (0.003)
(D) Fiscal Balance 0.004%* 0.007* 0.009%
(0.001) (0.004) (0.005)
(log) Inflation 0.005 0005 0.006
(0.005) (0.009) (0.013)
Electoral Democracy -0.029 0.013 0.034
(0.035) (0.042) (0.077)
{log) GDP pc 0.008 0.006 0.005
(0.008) (0.006) (0.016)
(D) Exchange Rate -0.004 0.039 0128
(0.017) (0.098) (0.087)
Exchange Rate Level 0022 0.134 0122
(0.027) (0.12) (0.184)
Equity / Bank Ratio -0.051 0.085% 0.035
(0.068) (0.049) (0.158)
Economic Globalization 0.001** 0.0003 -0.0002
(0.0003) (0.0004) (0.001)
Regional Exchange Rate Volatility -0.018 0.019 0.099
(0.071) (0.141) (0.389)
(D) IMF Credits 0.468* -0.390%* 0022
(0.252) (0.192) (1.123)
Credit Boom in Prev Syears 0.027%* -0.0387** 0.043%*
(0.009) (0.011) (0.017)
US Crisis Dummy 0.013 0.0002 0.1267**
(0.016) (0.016) (0.034)
Constant 0116 0.161%* 0.142
(0.113) (0.06) (0.151)
Observations 1316 1,443 965
R2 0.068 0.072 0203

Instrumental Variable models for Employment Mandates. The instruments are peer competition
based groupings, taking the lagged value of Emp Mandate in similar: GDP, Regime Type, and
Globalization ranked countries. These were collpased into one instrument via PCA * p<0.1** p< 0.05
K e 0,001
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(1) (2) (3) (4) (5) (6)

(DV) Change in:

Lagged DV 0.132** 0.095* 0.008 0.020 0.365*** 0.339***



(0.046) (0.049) (0.027) (0.029) (0.027) (0.026)

Employment Mandate 0.001 0.001 0.008 0.007 -0.024** -0.027**

(0.007) (0.009) (0.006) (0.007) (0.009) (0.011)

Banking Crisis -0.024 -0.065 0.058 0.056 0.178 0.126

(0.043) (0.046) (0.065) (0.065) (0.115) (0.153)

Employment Mandate * Banking Crisis 0.014 0.019* -0.019 -0.016 -0.027 -0.012

(0.010) (0.010) (0.013) (0.013) (0.025) (0.030)

FCBI Dummy 0.026 0.072* 0.053 0.013 -0.001 -0.087

(0.032) (0.042) (0.033) (0.039) (0.051) (0.056)

Employment Mandate * FCBI Dummy -0.006 -0.014 -0.010 0.000 0.016 0.029**

(0.008) (0.009) (0.009) (0.010) (0.012) (0.014)

Banking Crisis * FCBI Dummy 0.137** 0.132** -0.225** -0.229** -0.478** -0.375*

(0.051) (0.059) (0.079) (0.084) (0.160) (0.198)

Employment Mandate * Banking Crisis * FCBI Dummy -0.029** -0.026* 0.036* 0.039* 0.088** 0.073

(0.013) (0.015) (0.019) (0.022) (0.040) (0.046)

(D) Economic Globalization Flows -0.001 -0.001 0.003 0.004** 0.014*** 0.011***

(0.001) (0.001) (0.002) (0.002) (0.003) (0.003)

Financial Policy Liberalization -0.000 -0.000 -0.000 -0.000 -0.000 -0.002*

(0.000) (0.000) (0.000) (0.000) (0.001) (0.001)

(D) Fiscal Balance -0.003** -0.003** -0.005** -0.004* 0.008** 0.005

(0.001) (0.001) (0.002) (0.002) (0.004) (0.003)

(log) Inflation 0.011** 0.005 -0.003 0.015** -0.012 0.011

(0.004) (0.006) (0.006) (0.008) (0.011) (0.019)

(log) GDP pc 0.024** 0.048** 0.012 0.034** -0.097***-0.024

(0.008) (0.015) (0.009) (0.013) (0.016) (0.024)

Equity / Bank Lending Ratio -0.494 -0.404 0.360 0.308 0.485* 0.730*

(0.345) (0.347) (0.284) (0.281) (0.249) (0.391)

(D) Exchange Rate -0.003 0.013 0.091*** 0.046 -0.154** -0.164**

(0.013) (0.016) (0.020) (0.034) (0.052) (0.078)

Exchange Rate Level 0.046* -0.097* -0.097

(0.028) (0.052) (0.066)

Left Government -0.005 0.020** -0.031

(0.011) (0.009) (0.021)

Electoral Democracy -0.109** 0.010 0.003

(0.052) (0.034) (0.070)

(log) Reserves/GDP -0.210** 0.137 0.051

(0.076) (0.086) (0.118)

Debt Default 0.001 0.023 0.051*

(0.010) (0.014) (0.029)

Fixed XR Peg -0.016 0.028* -0.004

(0.014) (0.016) (0.025)

Credit Boom in Prev 5 years 0.022** 0.003 -0.038*

(0.007) (0.009) (0.019)

Regional Inflation Average 0.026** 0.009 -0.052**

(0.011) (0.011) (0.021)

Regional Exchange Rate Volatility 0.052 0.011 0.008

(0.085) (0.107) (0.213)

US Crisis Dummy -0.010 -0.029** -0.105***

(0.011) (0.012) (0.021)

Time Since Last Crisis -0.001 -0.000 0.001

(0.001) (0.000) (0.001)

Constant -0.205** -0.340** -0.092 -0.341***0.931*** 0.505**

(0.068) (0.113) (0.062) (0.089) (0.152) (0.207)

Observations 2045 1730 2571 2263 1771 1517

# of Countries 129 118 127 119 94 91

Yrs/Country 15.853 14.661 20.244 19.017 18.840 16.670

All models include country fixed effects and country clustered standard errors. * p< 0.1 ** p< 0.05 *** p< 0.001

Table AT4: Employment Mandate Crisis Models, Triple Interaction: Crisis, Mandates, FCBI
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Table ATS: Real Interest Rate Models

1 2
(DV) Change in: Real Interest Rates
Lagged DV 0176 -0.226*
(0.138) (0.123)
FCBI Durnmy -0.007 0058
(0.047) (0.055)
Employment Mandate Index -0.002 0.002
(0.004) (0.004)
Employment Mandate * FCBI Durmmy -0.002 0.010
(0.011) (0.014)
Banking Crisis 0036 0018
(0.032) (0.037)
BankingCrisis * FCBI Dummy 0223 0.157%
(0.100) (0.070)
Employment Mandate * Banking Crisis 0.005 0.004
(0.007) (0.007)
Em ploym ent Mandate * Banking oo7ar oo
(0.033) (0.020)
(D) Economic Globalization Flows 0.001 0.002
(0.001) (0.002)
Financial Policy Liberalization 0.000 -0.000
(0.000) (0.000)
(D) Fiscal Balance 0.004%% 0,005
(0.002) (0.002)
(log) Inflation 0.032%%  0.043%%%
(0.006) (0.012)
(log) GOP pc 0.048%%  0.041%**
(0.013) (0.011)
Equity / Bank Lending Ratio 0.152 0.164
(0.255) (0.295)
(D) Exchange Rate -0.084 0.477*
(0.063) (0.093)
Exchange Rate Level 04710
(0.078)
Left Government -0.018*
(0.009)
Electoral Democracy 0.098%
(0.053)
(log) Reserves/GDP -0.101%%
(0.048)
Debt Default -0.007
(0.011)
Fixed XR Peg -0.018*
(0.010)
Credit Boom in Prev 5 years 0.007
(0.009)
Regional Inflation Average 0.016%
(0.009)
Regional Exchange Rate Volatility -0.006
(0.085)
US Crisis Dummy -0.026%*
(0.011)
Time -0.002**
(0.001)
Constant 3501 0.425%%
(1.840) (0.095)
Observations 1523 1404
#of Countries 94.000 65.000
Yrs/Country 16.202 16.518

Both modelsinclude country fixed effects and country dlustered standard
errors. ® p< 0.1%* p< 0.05*** p< 0.001;
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(1) (2) (3) (4) (5) (6)

Lagged DV 0.082* 0.093** 0.014 0.018 0.354*** 0.355***



(0.046) (0.045) (0.025) (0.026) (0.027) (0.028)

CBI 0.025 0.024 -0.049 -0.045 -0.038 -0.036

(0.047) (0.046) (0.053) (0.054) (0.074) (0.072)

Banking Crisis -0.040 -0.050 0.056 0.032 0.106* 0.118*

(0.038) (0.035) (0.042) (0.040) (0.061) (0.061)

CBI * Banking Crisis 0.157** 0.154** -0.215** -0.152** -0.284** -0.279**

(0.058) (0.054) (0.075) (0.066) (0.101) (0.101)

(log) Inflation -0.012** -0.011** -0.012* -0.010 0.032 0.030

(0.004) (0.004) (0.007) (0.007) (0.020) (0.019)

(D) Exchange Rate 0.028* 0.025* 0.001 -0.000 -0.190** -0.168**

(0.015) (0.014) (0.046) (0.047) (0.068) (0.071)

Exchange Rate Level 0.034 0.031 -0.073 -0.075 -0.126** -0.106**

(0.030) (0.030) (0.047) (0.048) (0.052) (0.044)

Ave Western Interest Rates -0.017** -0.017** -0.002 -0.002 -0.014 -0.013

(0.007) (0.007) (0.003) (0.003) (0.009) (0.009)

Electoral Democracy 0.018 0.023 -0.031 -0.043 -0.014 -0.032

(0.049) (0.048) (0.034) (0.033) (0.074) (0.073)

(D) Economic Globalization Flows 0.002** 0.002** 0.001 0.001 0.009*** 0.010***

(0.001) (0.001) (0.001) (0.001) (0.002) (0.002)

Financial Policy Liberalization -0.001** -0.001** 0.000 0.000 0.002* 0.002*

(0.000) (0.000) (0.000) (0.000) (0.001) (0.001)

Fixed XR Peg -0.011 -0.010 0.020 0.018 0.008 0.009

(0.012) (0.012) (0.014) (0.014) (0.028) (0.028)

(log) GDP pc 0.017 0.018 0.021 0.020 -0.031 -0.027

(0.014) (0.013) (0.014) (0.014) (0.029) (0.027)

Time -0.005** -0.005** -0.001 -0.001 -0.005* -0.004*

(0.002) (0.002) (0.001) (0.001) (0.003) (0.003)

Constant 10.297** 10.807** 1.217 1.187 9.388* 8.960*

(4.452) (4.309) (2.161) (2.176) (5.238) (5.059)

Observations 1997 1997 2611 2611 1542 1542

Table AT6: CBI and Banking Crisis Models, Inverse Probability of Treatment Weighting Estimation (IPTW) 

(log) 

Unempoyment 

Rate

(log) Domestic 

Credit / GDP

(log) Stock Mkt 

Capitalization

All models use country fixed effects and country clustered standard errors. * p< 0.1 ** p< 0.05 *** p< 0.001; Estimation is 

conducted via OLS but weighted by the inverse of the banking crisis probability, obtained via first stage probit 

estimation. The second model for each DV corresponds to the dynamic estimation of banking crisis onset.
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Table AT7: Predicting Banking Crisis Onset: 1st stage (IPTW)

(1) (2)
(log) GDP pc 0.078 0.090**
(0.052) (0.045)
Electoral Democracy -0.530* -0.523**
(0.280) (0.246)
Credit Boom Dummy 0.379%** 0.448%**
(0.110) (0.117)
(D) Economic Globalization Flows 0.005 -0.008
(0.010) (0.011)
Financial Policy Liberalization 0.003 0.004
(0.003) (0.003)
Fixed XR Peg -0.134 -0.125
(0.090) (0.084)
Equity / Bank Lending Ratio 0.256 0.166
(0.432) (0.360)
Current Account Deficit -0.850** -0.362
(0.422) (0.401)
Credit/Deposits 0.367% 0.290%*
(0.132) (0.104)
(log) Inflation 0.143* 0.166**
(0.076) (0.081)
(D) Exchange Rate 0.061 -0.041
(0.145) (0.166)
Exchange Rate Level 0.058 -0.131
(0.159) (0.162)
CBI 0.854** 0.625**
(0.262) (0.234)
Ave Western Interest Rates 0.044** 0.052**
(0.021) (0.018)
(D) IMF Credits 9.213** 9.225**
(3.124) (3.317)
Lagged Crisis Onset 1.700%**
(0.065)
Constant -4.831%%F  -4.830™**
{0.566) (0.549)
Observations 2827 2827

Both models are probit models predicting the onsetof a banking

crisis. DV captures a 1foreitherthe first yearorpotentiallyfirst2

years of a crisis if the crisis is coded to last beyond a single year.

Standard Errors are clustered by country.
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Figure AF7: Seemingly Unrelated Regression Model
Marginal Effect of Banking Crises

Unemployment Credit Stocks
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Figure AF6: Crisis Effects w/ Mandates; Excluding North Am & W. Europe
1 = Most Inflation Centric; 6 = Most Employment Centric
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Table A7

Index Value Employment Mandate Coding

1

Price s

Price s

Price s

Price s

Central

llity is the only or major goal, and in case of conflict with government, the Central Bank has final authc
ity is the only goal
tlity along with other objectives that do not seem to conflict with the former

tlity along with other objectves of potentially conflicting goals (e.g., full employment)

Bank charter does not contain any objective

Some goals appear in the charter but Price stability is not one of them
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Table ATS: Crisis YearsModels; controlling for State Owned Enterprise Credit and Decade Dummies

1) 2) 3) 4 (5) 6)
. (log) (log) Domestic (lcg) Stock Mkt
(DY) Change in: tnempoyment Credit / GDP Capitalization
Rate
{Lce 0.112%*  0.209*** -0.128** -0.172** -0.411%** -0.225*
(0.049) (0.062) (0.060) (0.078) (0.072)  (0.124)
(D) CBI 0.046 0.146 -0.798* -0.505 -0.199 -0.105
(0.08) (0181 (0.435) (0.421) (0.195)  (0.421)
Pre-Crisis Financial Liberalization 0.001 -0.001 -0.004*
(0.001) (0.001) (0.002)
Pre-Crisis Banking Leverage 0.062%* -0.076* 0.037
(0.027) (0.044) (0.056)
Pre-Crisis CA Deficit 0.070 0.028 0.284
(0.148) (0.128) (0.308)
(D) (log) IMF Credits 2.716%* 1,013 -0.096
(0.840) (1.645) (0.707)
(B Reform Prev 5 years -0.009 -0.096 0.078
(0.066) (0.109) (0.165)
(D) Exchangs Rate -0.091 0.193%%% -0.107**
(0.059) (0.025) (0.036)
(D) Fiscal Balance -0.008** -0.016%* 0.008*
(0.003) (0.007) (0.004)
Fixed XR Peg. -0.034 0.045 -0.085
(0.031) (0.028) (0.058)
Credit Boom inPrev 5 years -0.050 -0.052 0.040
(0.038) (0.035) (0.075)
Equity / Bank Lending Ratio 0.062 -0.149 0.469%*
(0.094) (0.117) (0.183)
Economic Globalization Flows -0.001 0.001 0.001
(0.001) (0.001) (0.001)
Financial Development Index 0.220%** 0.230%* 0.248%*
(0.049) (0.073) (0.106)
Debt Default -0.069%* -0.026 0.006
(0.029) (0.049) (0.072)
(log) Inflation 0.013* 0.004 0.009
(0.007) (0.012) (0.023)
State Owned Credit -0.000 -0.002 -0.001
(0.001) (0.002) (0.002)
Decade Dummies Yes Yes Yes
Constant -0.014  -0.406** 0.040 0.395%  0.225%** 0.112
(0.033)  (0143)  (0.036)  (0.229)  (0.048  (0.266)
Observations 307 209 3a7n 265 286 219
# of Countries 74.000 58.000 77.000 63.000 56.000 50.000
2l models are subset to banking crisis years, * p<0.1 ** p<0.05 *** p<0.001
Table ATS.2 Same subset model (as above) but raplacing decade dummies for nonlinear time trend
{Lce 0.112%*  0,153%* -0,128** -0,218** -0.411%** .0.236%
(0.049) (0.064) (0.060) (0.092) {0.072)  {0.132)
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Table AT9: Controlling for pre-crisis level of dependent variables: Crisis Years Models

0] o] (3) 4 (5) (6)

- (log) (log) Domestic  (log) Stock Mkt
(DV) Change in: Unampeymens Credit/ GDP Capitalization
Rate
(Lcel 0.153**  0.141%* -0.120%* -0.207** -0.347*%* -0.353%**
(0.047) (0.066) (0.056) (0.071) (0.065) (0.069)
(D) Bl 0.080 0.234 -0.937%% -0.730* -0.109 0.219
(0.086)  (0.163)  (0.448)  (0.412)  (0.211)  (0.487)
Pre-Crisis Level of Unemployment -0.026%  -0.003
(0.014)  (0.022)
Pre-Crisis Level of Credit/GDP -0.007 -0.071%%
(0.018)  (0.033)
Pre-Crisis Level of Stock Mkt Cap -0.026**  -0.089***
(0.011)  (0.018)
Pre-Crisis Financial Liberalization 0.000 -0.001 0.000
(0.001) (0.001) (0.002)
Pre-Crisis Banking Leverage 0.057* 0.001 0.028
(0.031) (0.044) (0.054)
Pre-Crisis CADeficit 0.178% 0.139 0.189
(0.105) (0.135) (0.195)
(D) (log) IMF Credits 2.025%% -0.306 0.648
(0.908) (1.609) (0.850)
CBReform Prev 5 years -0.020 -0.041 -0.023
(0.075) (0.088) (0.195)
(D) Exchange Rate -0.040 0.144%%% 0.110%*
(0.047) (0.037) (0.029)
Fixed XR Peg -0.020 0.033 -0.116%*
(0.030) (0.025) (0.048)
(D) Fiscal Balance -0.008%* -0.018%* 0.005
(0.003) (0.008) (0.004)
Credit Boom in Prev 5 years -0.011 -0.062%* -0.086
(0.038) (0.026) (0.053)
Equity / Bank LendingRatio 0.135 0.049 -0.020
(0.092) (0.130) (0.190)
Economic Globalization Flows -0.001 0.001 0.000
(0.001) (0.001) (0.001)
Financial Development Index 0.115%* 0.327%%* 0.742%%*
(0.055) (0.096) (0.125)
Debt Default -0.059*% -0.044 0.026
(0.031) (0.041) (0.053)
(log) Inflation 0.013 0.011 0.013
(0.010) (0.011) (0.017)
Constant 0.010 -0.322%* 0.069 0.197 0,227*%* -0.070
(0.035)  (0.157)  (0.075)  (0.227)  (0.052)  (0.238)
Observations 249 189 354 262 258 202
#of countries. 64 51 73 60 50 44

Al models are subset to hanking crisis years. * p<0.1 ** p<0.05 *** p<0.003; Country dl ustered standard errors
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(1) (2) (3) (4) (5) (6)

(DV) Change in:

(L) CBI 0.112** 0.141** -0.128** -0.147** -0.411*** -0.325***

(0.049) (0.060) (0.060) (0.061) (0.072) (0.094)

(D) CBI 0.046 0.178 -0.798* -0.627 -0.199 0.480

(0.083) (0.186) (0.435) (0.456) (0.195) (0.545)

Pre-Crisis Financial Liberalization 0.001 -0.001 -0.004*

(0.001) (0.001) (0.002)

Pre-Crisis Banking Leverage 0.065** -0.036 0.056

(0.028) (0.046) (0.063)

Pre-Crisis CA Deficit 0.076 0.056 0.273

(0.118) (0.139) (0.335)

(D) (log) IMF Credits 2.614** 0.046 -0.230

(0.844) (1.586) (0.693)

CB Reform Prev 5 years -0.016 -0.062 -0.134

(0.068) (0.104) (0.207)

(D) Exchange Rate  -0.081 0.143*** -0.103***

(0.059) (0.041) (0.029)

(D) Fiscal Balance -0.007** -0.017** 0.007*

(0.003) (0.008) (0.004)

Fixed XR Peg -0.028 0.045* -0.063

(0.030) (0.025) (0.060)

Credit Boom in Prev 5 years -0.086** -0.060** -0.024

(0.039) (0.027) (0.069)

Equity / Bank Lending Ratio 0.091 -0.027 0.551**

(0.090) (0.125) (0.208)

Economic Globalization Flows -0.001 0.001 -0.000

(0.000) (0.001) (0.001)

Financial Development Index 0.178** 0.178** 0.149

(0.056) (0.082) (0.124)

Debt Default -0.063** -0.050 -0.008

(0.028) (0.046) (0.063)

(log) Inflation 0.016** 0.010 0.008

(0.008) (0.011) (0.017)

Constant -0.014 -0.373** 0.040 0.183 0.225*** 0.080

(0.033) (0.144) (0.036) (0.237) (0.048) (0.265)

Observations 307 209 371 268 286 220

# of Countries 74 58 77 63 56 50

(log) Unempoyment 

Rate

(log) Domestic Credit 

/ GDP

(log) Stock Mkt 

Capitalization

Table AT10: Models Subset to Banking Crises Years (Table 2, only as random effects)

All models are subset to banking crisis years. * p<0.1 ** p<0.05 *** p<0.001
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(1) (2) (3)

(DV) Change in:

(log) 

Unempoyment 

Rate

(log) Domestic 

Credit / GDP

(log) Stock Mkt 

Capitalization

Pre-BC CBI 0.096* -0.185*** -0.270**

(0.049) (0.054) (0.100)

Pre-Crisis Financial Liberalization 0.001 -0.001 -0.003

(0.001) (0.001) (0.002)

Pre-Crisis Banking Leverage 0.060** -0.027 0.062

(0.029) (0.045) (0.061)

Pre-Crisis CA Deficit 0.096 0.075 0.239

(0.115) (0.152) (0.325)

(D) (log) IMF Credits 2.846*** -0.384 0.051

(0.775) (1.630) (0.764)

CB Reform Prev 5 years 0.023 -0.220** -0.008

(0.055) (0.091) (0.089)

(D) Exchange Rate  -0.094* 0.153*** -0.105**

(0.057) (0.039) (0.034)

Fixed XR Peg -0.024 0.062** -0.063

(0.030) (0.025) (0.062)

(D) Fiscal Balance -0.008** -0.016* 0.008*

(0.003) (0.008) (0.004)

Credit Boom in Prev 5 years -0.075* -0.070** -0.039

(0.039) (0.026) (0.068)

Equity / Bank Lending Ratio 0.094 -0.001 0.529**

(0.088) (0.129) (0.197)

Economic Globalization Flows -0.001 0.001 -0.000

(0.001) (0.001) (0.001)

Financial Development Index 0.175** 0.173** 0.155

(0.054) (0.077) (0.125)

Debt Default -0.049* -0.077* -0.017

(0.029) (0.041) (0.068)

(log) Inflation 0.016** 0.013 0.013

(0.007) (0.011) (0.018)

Constant -0.334** 0.144 -0.017

(0.147) (0.228) (0.257)

Observations 208 267 220

# Countries 57 62 50

Table AT10.B: Pre-Crisis CBI level, Crisis Years Models

Model uses random effects estimation and country clustered standard errors. Significance levels are the 

same as reported elswhere in the paper
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(1) (2)

Lagged DV -0.285** -0.442***



(0.139) (0.102)

CBI -1.019 -1.487

(0.795) (1.191)

(log) GDP pc -0.003

(0.258)

(log) Debt/GDP 0.441

(0.329)

Financial Development -2.023

(1.741)

Electoral Democracy 1.170

(1.502)

xconst -0.032

(0.179)

checks -0.173

(0.158)

D.Exchange Rate Movement -2.512***

(0.561)

Fixed XR Peg 0.697

(0.473)

Credit Boom in Prev 5 years -0.773*

(0.414)

(log) Inflation 0.385**

(0.134)

Economic Globalization Flows 0.016

(0.013)

Financial Policy Liberalization 0.007

(0.015)

Constant 0.114 -2.716

(0.514) (2.359)

Observations 381 297

# Countries 77 63

Country clustered standard errors. 

Models subset to banking crisis 

(D) Fiscal Balance

Table AT11: Evaluating CBI and Fiscal Responses, Subset 

to Crisis Observations
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(1) (2) (3) (4) (5) (6) (7) (8) (9)

DV = 

Weighting Indicator -->

HRV 

Transp

Stats Cap

Democ

HRV 

Transp

Stats Cap

Democ

HRV 

Transp

Stats Cap

Democ

(L) CBI 0.136** 0.131** 0.150** -0.138** -0.140** -0.125** -0.409*** -0.415*** -0.360***

(0.064) (0.062) (0.068) (0.060) (0.059) (0.054) (0.096) (0.095) (0.094)

(D) CBI 0.285 0.267 0.215 -1.148** -1.157** -0.475 0.388 0.332 -0.148

(0.245) (0.247) (0.203) (0.376) (0.365) (0.453) (0.356) (0.363) (0.453)

Pre-Crisis Financial Liberalization 0.000 0.000 0.001 -0.000 -0.000 -0.001 -0.003 -0.003 -0.003*

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.002) (0.002) (0.002)

Pre-Crisis Banking Leverage 0.067** 0.067** 0.071** -0.022 -0.022 -0.047 -0.057 -0.058 0.019

(0.029) (0.028) (0.025) (0.041) (0.040) (0.037) (0.083) (0.078) (0.056)

Pre-Crisis CA Deficit -0.037 -0.017 0.212 0.022 0.043 0.072 0.246 0.295 0.341

(0.112) (0.109) (0.148) (0.174) (0.170) (0.134) (0.421) (0.415) (0.352)

(D) (log) IMF Credits 3.153** 3.164** 2.806** -3.264** -3.194** -1.703 -0.457 -0.426 -0.111

(1.115) (1.103) (0.993) (1.489) (1.501) (1.960) (0.861) (0.848) (0.838)

CB Reform Prev 5 years 0.000 -0.001 -0.009 0.061 0.065 -0.088 -0.146 -0.125 0.076

(0.094) (0.096) (0.081) (0.082) (0.082) (0.122) (0.146) (0.149) (0.175)

(D) Exchange Rate  -0.112* -0.115* -0.097 0.195*** 0.196*** 0.206*** -0.097** -0.097** -0.096***

(0.063) (0.065) (0.071) (0.029) (0.028) (0.019) (0.032) (0.028) (0.025)

(D) Fiscal Balance -0.009** -0.009** -0.009** -0.018** -0.018** -0.019** 0.008* 0.008* 0.009**

(0.003) (0.003) (0.004) (0.007) (0.007) (0.007) (0.005) (0.004) (0.004)

Fixed XR Peg -0.032 -0.030 -0.020 0.022 0.026 0.043 -0.077 -0.082 -0.072

(0.030) (0.030) (0.035) (0.026) (0.026) (0.028) (0.074) (0.068) (0.052)

Credit Boom in Prev 5 years -0.087* -0.087* -0.099** -0.037 -0.037 -0.024 -0.017 -0.008 0.014

(0.052) (0.049) (0.045) (0.035) (0.036) (0.040) (0.089) (0.086) (0.070)

Equity / Bank Lending Ratio -0.002 0.010 0.170* -0.255 -0.232 -0.073 1.221*** 1.200*** 0.472**

(0.315) (0.314) (0.087) (0.181) (0.172) (0.103) (0.311) (0.309) (0.190)

Economic Globalization Flows -0.001 -0.001 -0.001 -0.001 -0.000 -0.000 -0.001 -0.001 -0.000

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.002) (0.001) (0.001)

Financial Development Index 0.189** 0.198** 0.175** 0.253** 0.237** 0.211** 0.205 0.225 0.226**

(0.075) (0.072) (0.055) (0.086) (0.086) (0.075) (0.143) (0.138) (0.097)

Debt Default -0.045 -0.043 -0.081** -0.014 -0.018 -0.042 -0.015 -0.009 -0.011

(0.033) (0.032) (0.035) (0.040) (0.039) (0.046) (0.064) (0.065) (0.063)

(log) Inflation 0.006 0.008 0.022** 0.000 -0.000 -0.004 0.014 0.015 0.022

(0.009) (0.009) (0.010) (0.010) (0.010) (0.011) (0.018) (0.017) (0.016)

SOE Credit -0.001 -0.001 0.000 -0.002 -0.002 -0.002 -0.000 -0.000 -0.002

(0.001) (0.001) (0.001) (0.003) (0.003) (0.002) (0.002) (0.002) (0.001)

Constant -0.345** -0.350** -0.417** 0.122 0.120 0.282 0.612 0.601 0.160

(0.155) (0.148) (0.137) (0.195) (0.186) (0.184) (0.377) (0.366) (0.273)

Observations 168 168 209 226 226 265 180 180 219

Subset models with country clustered standard errors. * p <0.1 ** p< 0.05 *** p< 0.001

Table AT12: Subset Models Weighted by Transparency, Statistical Capacity, and Democracy

(log) Unempoyment Rate (log) Domestic Credit / GDP (log) Stock Mkt Capitalization
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Fig AF8: Marginal Effect of Bank Crisis on Short-term Treasury Bill Yields
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Figure AF9: Marginal Effect of Crisis across CBI
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Figure AF10: Marginal Effect of Crisis across CB Financial Supervisison
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Figure AF12: CBI IV Models, Garriga IV Approach
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Figure AF11: Marginal Effect of Banking Crises, Excluding IMF Program Years
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(1) (2)

Functional CB Independence =  LOW HIGH

Lag (log) Inflation 0.362*** 0.301***



(0.049) (0.042)

Employment Mandate Index 0.100** -0.014

(0.031) (0.029)

Trade Openness 0.005*** 0.006**

(0.001) (0.002)

Capital Openness -0.464***-0.506***

(0.118) (0.144)

Electoral Democracy 0.045 0.164

(0.187) (0.440)

Polcon III - Ex. Constraints 0.149 0.187

(0.172) (0.175)

Fixed XR -0.133 -0.208*

(0.104) (0.110)

Small XR Band -0.273** -0.212**

(0.128) (0.071)

Wide XR Band 0.114** -0.243**

(0.056) (0.075)

XR Adjustment 0.199 0.909**

(0.257) (0.456)

Exchange Rate Movement 0.944*** 0.899***

(0.122) (0.241)

(log) Debt/GDP -0.141** -0.080*

(0.052) (0.042)

Economic Growth -0.010** 0.009

(0.003) (0.007)

(log) GDP pc -0.172** 0.013

(0.066) (0.078)

XR Volatility 5Yr Ave -0.036 0.053

(0.023) (0.065)

Time Trend -0.006 -0.019**

(0.006) (0.007)

Constant 14.469 38.410**

(10.968) (13.378)

Observations 1313 1726

# of Countries 78 105

Years/Country 16.83 16.43

Table 3: Mandate Inflation Models (full model)

DV = (log) inflation. Model (1) is subset to countries with 

LOW functional CB Independence; Model (2) is subset to 

HIGH Independence. Models exclude countries with 

polity2 <-5. Models include country fixed effects and 

clustered standard errors. * p<0.1 ** p<0.05 *** p<0.001
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Table AO: Descriptive Stats of Main Variables
Variable Obs Mean  Std. Dev. Min Max

(D} {log) Unemployment 4,525 -0.003 0.124 -1.365 1.398
(D) {log) Stock Mkt Cap 2,769 0.041 0.333 2704 2.105
(D) (log) Credit/GDP 7,163 0.024 0.171 -1.974  3.801
(D} {log) Non-Performing Loans 1,706 -0.228 3.154 -24.400 31.000
Equity / Bank Ratio 5,852 0.011 0.052 0 0.933
{log) Currency Reserves 7,135 0.124 0.120 -0.010 1.432
Financial Development Index 6,300 0.246 0.212 0 1

Government Debt Default 11,288 0.077 0.266 0 1

3 year Currency Crisis (dummy) 8,245 0.171 0.377 0 1

Western Int. Rates {ave) 9,586 6.793 3.183 0.926 13.652
{log) CPI Inflation 7,602 1.875 1.256 -3.606 10.103
{log) GDP per capita 8,838 7.498 1.696 3.576 12.170
CBI 5,756 0.490 0.201 0.017 0.979
Employment Mandate 5,735 3.587 1.301 1 6

Currency Peg Type 8,692 0.923 0.974 0 4

Electoral Democracy 9,158 0.419 0.289 0.008 0.940
(D) (log) IMF Credits 11,362 0.000 0.012 -0.495 0.297
Current Acct Deficit 7,962 0.063 0.190 -0.817 3.448
Credit Boom {Prev Syrs) 7,895 0.079 0.269 0 1

Financial Globalization Index {de jure) 7,975 47.964 20.529 1 98.310

Trade Globalization Index {de jure) 7,592 45,785 24.600 1.538 97.803
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(DV) Change in:

(log) 

Unempoyment 

Rate

(log) Domestic 

Credit / GDP

(log) Stock Mkt 

Capitalization

(log) 

Unempoyment 

Rate

(log) Domestic 

Credit / GDP

(log) Stock Mkt 

Capitalization

Lagged DV 0.165*** 0.036 0.384*** 0.126** 0.006 0.368***

(0.045) (0.027) (0.026) (0.046) (0.027) (0.027)

CBI -0.051 0.129** -0.187** -0.086 -0.237 -0.175

(0.051) (0.059) (0.069) (0.110) (0.166) (0.219)

Banking Crisis -0.074 0.010 0.189* -0.084 -0.040 0.214*

(0.082) (0.066) (0.102) (0.095) (0.085) (0.118)

CBI * Banking Crisis 0.220* -0.216* -0.432** 0.251* -0.147 -0.512**

(0.130) (0.116) (0.165) (0.149) (0.151) (0.190)

(D) Economic Globalization Flows -0.000 0.003* 0.013*** -0.000 0.002 0.013***

(0.001) (0.001) (0.003) (0.001) (0.002) (0.003)

Financial Policy Liberalization -0.000 -0.000 0.000 -0.000 -0.000 -0.001

(0.000) (0.000) (0.000) (0.000) (0.000) (0.001)

D.Fiscal Balance -0.003** -0.005** 0.010** -0.003** -0.005** 0.008**

(0.001) (0.002) (0.004) (0.001) (0.002) (0.004)

(log) Inflation 0.004 0.001 -0.005 0.010** -0.006 -0.022**

(0.003) (0.006) (0.008) (0.005) (0.007) (0.011)

(log) GDP pc 0.005 -0.003 -0.017** 0.028** 0.029** -0.053**

(0.003) (0.005) (0.007) (0.011) (0.013) (0.025)

Equity / Bank Lending Ratio -0.045 0.087** 0.100* -0.426 0.454* 1.082**

(0.035) (0.032) (0.059) (0.409) (0.269) (0.395)

Exchange Rate Changes (depreciations) -0.001 0.092*** -0.154** -0.005 0.089*** -0.159**

(0.011) (0.019) (0.053) (0.013) (0.019) (0.051)

Regional XR Volatility 0.076 -0.040 0.117 0.070 -0.094 0.118

(0.070) (0.103) (0.231) (0.069) (0.113) (0.242)

Constant -0.044 0.026 0.223** -0.252** -0.138* 0.718***

(0.043) (0.045) (0.090) (0.097) (0.073) (0.195)

Fixed Effects:

Observations 2034 2557 1769 2034 2557 1769

Table AT1: Instrumental Variable CBI Models

Regional Country

The interaction for CBI and Banking Crises is instrumented with the first principal component of three exogenous instruments: lagged average CBI in 

3 peer categories: similar GDP ranking, similar economic globalation category, and similar regime type (autocratic, mixed, democratic). * p<0.1 ** p< 

0.05 *** p< 0.001. Financial liberalization, inflation, GDP per capita, equity/lending ratio, XR changes, and Regional XR volatility are lagged by one 

year
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Figure AF2: CBI Instrumental Variable Models, Fixed Effects
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Table AT 1.5: CBland Banking Crises with Driscoll-Kraay Standard Errors
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iagged DV 0.134% 0.098** 0.003 0.021 0.36 74 0.341%%
(0.038) (0.044) (0.033) (0.032) (0.025) (0.026)

cal 0.020 0.073* 0.015 -0.03 0.052 -0.042
(0.039) (0.037) (0.047) (0.031) (0.139) (0.139)

Banking Crisis -0.012 -0.040 0.042 0.057 0.120 0111
(0.046) (0.048) (0.035) (0.039) (0.072) (0.079)

CBI * Banking Crisis 0.411% 0.425% 0.218%* -0.228%% -0315%% -0.243%
0.063) ©.070) (0.080) ©.002) ©.119) (0429
(D) Economic Globalization Flows -0.001 -0.001 0.002* 0.004%+ 00140 0.011%%
(0.001) (0.001) (0.001) (0.001) (0.003) (0.002)

Financial Policy Liberalization -0.000 -0.000 -0.000 -0.000 -0.000 -0.002
(0.000) (0.001) (0.000) (0.000) (0.001) (0.001)

(D) Fiscal Balance 0,003 0,003 -0.005** -0.004% 0.009% 0.005
(0.001) (0.001) (0.007) (0.002) (0.009) (0.009)

(log) Inflation 0.012% 0.005 -0.008 0.015%* -0.014 o.011
(0.005) (0.003) (0.005) (0.007) (0.020) (0.015)

(log) GDF pe 0.023 0.047* 0.012 0.036%+ -0.082* -0.012
(0.022) (0.027) (0.011) (0.010) (0.046) (0.043)

Equity / Bank Lending Ratio 0,526 0,461 0.317 0.277 0.550 0.843
(0.215) (0.190) (0.205) (0.226) (0.559) (0.598)
(D) Exchange Rate -0.001 0.018 0030 0.045 0.154% 0,157
(0.013) (0.013) (0.022) (0.033) (0.052) (0.079)

Exchange Rate Level 0.050 0.097% -0.087
(0.030) (0.041) (0.060)

Left Government -0.006 0.021% -0.029%
(0.009) (0.012) (0.016)

Electoral Democracy 0,091 0.010 0.035
(0.043) (0.037) (0.086)

(Iog) Reserves/GDP 0,211 057" 0.043
(0.079) (0.079) (0.162)

Debt Default 0.001 0.025 0.058*
(0.005) (0.016) (0.031)

Fixed) R Peg -0.015 0.027% -0.008
(0.010) (0.010) (0.035)
Credit Boom in Prev § years 0.023%+ 0.001 -0.040%
(0.006) (0.008) (0.019)
Regional Inflation Average 0.036 0.008 -0.056**
(0.016) (0.011) (0.024)

Regional Exchange Rate Volatility 0.053 0.019 0.022
(0.133) (0.113) (0.192)
US Crisis Durmmmy -0.012 -0.025% 0,104
(0.016) (0.010) (0.038)

Time Since Last Crisis -0.001 -0.000 0.001
(0.001) (0.000) (0.001)

Constant -0.204% 0,366 -0.061 0,300 0.726%% 0.334
(0.060) (0.113) (0.055) (0.085) (0.136) (0.206)

Observations 2085 1730 2571 2263 1771 1517
#of Countries 129,000 118.000 127.000 119.000 94.000 91.000

11 models are country fixed effects models with Driscoll-Kraay standard emors * p<0.1 ** p<0 05 +** p=0.00L, All control variables are sgged unless given a
differenced notation (D), except for Left Govt o7 YR peg.
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Figure AF3: IV Models for CBI, RE with DK Standard Errors
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