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		This paper analyzes the economic impact of export subsidies by investigating stock price reactions to a critical event in 1997.  On November 18, 1997, the European Union announced its intention to file a complaint before the World Trade Organization (WTO), arguing that the United States provided American exporters illegal subsidies by permitting them to use Foreign Sales Corporations to exempt a fraction of export profits from taxation.  Share prices of American exporters fell sharply on this news, and its implication that the WTO might force the United States to eliminate the subsidy.  The share price declines were largest for exporters whose tax situations made the threatened export subsidy particularly valuable.  Share prices of exporters with high profit margins also declined markedly on November 18, 1997, suggesting that the export subsidies were most valuable to firms earning market rents.  This last evidence is consistent with strategic trade models in which export subsidies improve the competitive positions of firms in imperfectly competitive markets. 
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