

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Sovereign Debt Crises and Credit to the Private Sector

	
    
        
            
            







    
    










    
    
    
    











			
                    FRB International Finance Discussion Paper No. 878
 
                    Federal Reserve Bank of San Francisco Working Paper Series 2006-21
 
        

    
	

	
	
		
		
			41 Pages
		
		

		Posted: 3 Aug 2006
		
		
		
	

	
		
			
			




	See all articles by Carlos Oscar ArtetaCarlos Oscar Arteta
Board of Governors of the Federal Reserve - Division of International Finance (IFDP)
Galina Hale
University of California, Santa Cruz


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We argue that, through its effect on aggregate demand and country risk premia, sovereign debt restructuring can adversely affect the private sector's access to foreign capital markets. Using fixed effect analysis, we estimate that sovereign debt rescheduling episodes are indeed systematically accompanied by a decline in foreign credit to emerging market private firms, both during debt renegotiations and for over two years after the agreements are reached. This decline is large (over 20%), statistically significant, and robust when we control for a host of fundamentals. We find that this effect is different for financial sector firms, for exporters, and for nonfinancial firms in the non-exporting sector. We also find that the effect depends on the type of debt rescheduling agreement. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: sovereign debt, default, credit rationing, credit constraints

	
	

	
    

    
	

	
	
		JEL Classification: F34, F32, G32

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Arteta,  Carlos Oscar and Hale,  Galina, Sovereign Debt Crises and Credit to the Private Sector (September 2006). FRB International Finance Discussion Paper No. 878, Federal Reserve Bank of San Francisco Working Paper Series 2006-21,  Available at SSRN: https://ssrn.com/abstract=920932 or http://dx.doi.org/10.2139/ssrn.920932 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Carlos Oscar Arteta

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Board of Governors of the Federal Reserve - Division of International Finance (IFDP)  ( email )

			

			
			
				
				
				
					20th St. and Constitution Ave.
Mail Stop 24
Washington, DC  20551
United States
202-452-2762 (Phone)
202-736-5638 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.federalreserve.gov/research/staff/artetacarloso.htm
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Galina Hale (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Santa Cruz  ( email )

			

			
			
				
				
				
					1156 High St
Santa Cruz, CA  95064
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      137

			

		
		
		
			Abstract Views

			    1,273

		

		
		 
		
			Rank

			  377,582

		

		
	


	
		
            
            	       55 Citations
		

	

	
		
			
				       46 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Board of Governors of the Federal Reserve System Research Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Board of Governors of the Federal Reserve System Research Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,064

                                    

                                    
                                        PAPERS

                                            3,218

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Board Research Library at Board of Governors of the Federal Reserve System

                                    

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                           24,592

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Debt Intolerance

                        
                            By
                                
                                
                                    
                                    Carmen Reinhart, 
                                    
                                
                                    
                                    Kenneth Rogoff, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        International Institutions for Reducing Global Financial Instability

                        
                            By
                                
                                
                                    
                                    Kenneth Rogoff
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Sovereign Debt

                        
                            By
                                
                                
                                    
                                    Jonathan Eaton
                                     and 
                                
                                    
                                    Raquel FernÃ¡ndez
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            One Reason Countries Pay Their Debts: Renegotiation and International Trade

                            
                                By
                                    
                                    
                                        
                                        Andrew Kenan Rose
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            One Reason Countries Pay Their Debts: Renegotiation and International Trade

                            
                                By
                                    
                                    
                                        
                                        Andrew Kenan Rose
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            One Reason Countries Pay Their Debts: Renegotiation and International Trade

                            
                                By
                                    
                                    
                                        
                                        Hong Kong Institute For Monetary And Financial Research
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Can Output Losses Following International Financial Crises Be Avoided?

                            
                                By
                                    
                                    
                                        
                                        Michael P. Dooley
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Defaultable Debt, Interest Rates and the Current Account

                            
                                By
                                    
                                    
                                        
                                        Mark Aguiar
                                         and 
                                    
                                        
                                        Gita Gopinath
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Defaultable Debt, Interest Rates, and the Current Account

                            
                                By
                                    
                                    
                                        
                                        Mark Aguiar
                                         and 
                                    
                                        
                                        Gita Gopinath
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Have Commercial Banks Ignored History?

                            
                                By
                                    
                                    
                                        
                                        Sule Ozler
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
