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TABLE 17.1

YA

Early warning indicators of banking and currency crises: A summary

Indicator rank (best to worst)

Banking crises
Best
Real exchange rate

Real housing prices”

Short-term capita
inflows/GDP

Current account balance/
investment

Real stock prices

Worst
Institutional Investor (I1) and
Moody’s sovereign ratings
Terms of trade

Cumrency cvashes
Best
Real exchange rate
Banking crisis
Current account balance/GDP
Real stock prices

Exports

M2 (broad money) /
international reserves

Worst
Institutional Investor (11) and
Moody'’s sovereign ratings
Domestic-foreign interest
differential (lending rate)®

Description

Deviations from trend
Twelve-month (or annual)
- percentage change

1 PEICENTAgEe POLNL
In percentage points

Twelve-month percentage
change

Change in index

Twelve-month percentage
change

Deviations from trend

Dichotomous variable

In percentage points

Twelve-month percentage
change

Twelve-month percentage
change

Twelve-month percentage
change

Change in index

In percentage points

Frequency

Monthly

Monthly, quarterly,
annually (depending
on country) j

Annually

Monthly

Biannually (11), mong
(Moody's)
Monthly

Monthly
Monthly or annually
Annually
Moanthly

Monthly

Monthly

Biannually (I1), mon
(Moody's) 8
Monthly

Sources: Kaminsky, Lizondo, and Reinhart {1998), Kaminsky and Reinhare (1999), Goldsteiny
sky, and Reinhart (2000), and the authors’ calculations. p

“This is the “novel” variable introduced here.

bThis is not to be confused with a domestic-foreign interest rate differential such as that seel

Emerging Market Bond Index spread.
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(2) Matched control ~
(A) Entire sample (B) 1990-1994 / (C) 1995-1999 (D) 2000-2004
Treatmen Control DID Treatmen Control  DID E Treatmen Control DID Treatmen Control DID
d F EMP t+1 0.417 0257 0.160 * 1.463  0.821 § 0.642 ** -0.022  -0.283  0.261 0.165 0.117  0.048
t+2 0.487 0302 0.185 2.070  1.200 § 0.870 ** -0.477 -0.936  0.458 0.387 0297  0.091
t+3 0.278 0.165 0.113 2.128  1.026 § 1.103 ** -1.497 -1.884 0.386 0.459 0468 -0.009
t+4 0.194 -0.010 0.203 2.074 0378 § 1.697 *** 2472 -2.883 0411 0.640 0.790 -0.150
t+5 0.108 -0.316  0.423 1.427 -0.806 § 2.233 *** -3.009 -3.420 0411 0.816 0989 -0.173
d F InSALES  t+1 0.008 0.004  0.005 0.027  0.005 § 0.023 *** 0.001 -0.003  0.003 0.014 0.015 -0.001
t+2 0.010 0.005 0.005 0.031  0.001 § 0.030 *** -0.018 -0.013 -0.004 0.036 0.031  0.005
t+3 0.008 0.003  0.005 0.048  0.009 §| 0.038 *** -0.043  -0.039 -0.004 0.049 0.047 0.001
t+4 0.005 0.006 -0.001 0.047  0.003 § 0.043 *** -0.074 -0.065 -0.009 0.059 0.073 -0.014
t+5 -0.003  0.000 -0.003 0.029 -0.006 § 0.035 *** -0.085 -0.076 -0.009 0.042 0.052 -0.010
d F ROA t+1 -0.005 -0.005  0.001 -0.007 -0.006  0.000 -0.002 -0.003  0.001 -0.003 -0.003  0.000
t+2 -0.005 -0.005  0.000 -0.010 -0.012  0.002 -0.001 -0.001  0.000 -0.001  0.000 -0.001
t+3 -0.006 -0.007  0.001 -0.012 -0.015 0.003 0.000 -0.001  0.001 -0.003 -0.001 -0.002
t+4 -0.006 -0.007  0.000 -0.014 -0.017 0.003 * 0.000 -0.001  0.001 -0.003  0.000 -0.003
t+5 -0.007 -0.008  0.001 -0.018 -0.020  0.002 0.001  0.000 0.001 -0.006 -0.007  0.000
d F LEV t+1 -0.003 -0.002 -0.001 -0.003 -0.001 -0.002 0.001  0.000 0.001 0.000 -0.001  0.000
t+2 0.001  0.002 -0.001 0.001  0.003 -0.002 0.009 0.006 0.004 * 0.004 0.004 0.000
t+3 0.006  0.007  0.000 0.007  0.007 -0.001 0.015 0.012 0.002 0.008 0.006 0.002
t+4 0.013  0.013  0.000 0.012 0.012  0.000 0.023  0.022  0.001 0.013  0.011  0.002
t+5 0.020 0.017  0.003 0.019 0.017 0.002 0.032  0.025 0.007 ** 0.018 0.014 0.004
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