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The Economic Costs of Crises
Deviation from +2% Exchange rate crises can impose large
normal rate of economic costs on a country. After a
economic growth crisis, growth rates in emerging markets
and developing countries are, on average,

o +1
(% per year) Advanced .
countries two to three percentage pO.ll‘ItS lower than
+0 normal, an effect that persists for about

Faster than
normal
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'§ - three years. In advanced countries, a
= g depreciation is typically expansionary, and
-1 5 E
s 2 growth is, on average, faster just after the
o] crisis than it was just before.
-2 A
Source: Maurice Obstfeld and Alan M. Taylor, 2004, Global
Capital Markets: Integration, Crisis and Growth (New
3 York: Cambridge University Press).

Emerging markets and
developing countries
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3years 2years 1year Year 1year 2 years 3 years
before before before of the after after after
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Probability 80%

of change

(%)
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In a normal 12-month period

21%

| [ In a 12-month period following an exchange rate crisis

36%

Change in
head of government

Change in Finance Minister
and/or Central Bank Governor

The Political Costs of Crises
Exchange rate crises usually impose large
political costs on those in power.
Compared with what is likely to happen
during normal, noncrisis times, it is 22%
more likely that one of the two main
officials with economic responsibilities
(the finance minister and the central bank
governor) will be out of a job the year
following a crisis. It is also 9% more likely
that the head of government (such as a
president, prime minister, or premier) will
have to depart for one reason or another.
Note: Data on heads of government are from 1971 to

2003, and data on finance ministers and central bank
governors are from 1995 to 1999.

Source: Jeffrey A. Frankel, 2005, “Mundell-Fleming
Lecture: Contractionary Currency Crashes in Developing
Countries,” IMF Staff Papers, 52(2), 149-192.
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Figure 3. Newly originated bank loans as a percent of GDP. The top panel depicts all newly
izsued loans as a percent of GDP. The bottom panel displays the increase of loan volumes (as a
percent of GDP) from the average level over 2007Q1 to 2008Q}4. Each time series is aggregated
up from the loan-level data. The shaded bars indicate the monetary stimulus period of 200941 to
2009Q3. (Color figure can be viewed at wileyonlinelibrary.com)

5. Kaiji Chen, Haoyu Gao, Patrick Higgins, Daniel F. Waggoner,
and Tao Zha, “Monetary Stimulus amidst the Infrastructure Investment Spree: Evidence
from China’s Loan-Level Data”, Journal of Finance, 2023
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Figure 1: Sex Ratios and Saving Rates
Note: The sex ratio is defined as the ratio at birth 20 years earlier; see the footnote to Table 12 for data source. The
saving rate 1s defined as the ratio of (GDP-private and government consumptions) to total GDP, which is available
from China Statistical Yearbook 2007. Both variables have been rescaled by subtracting the mean and dividing by
the standard deviation.

BRIKJE: Shang-Jin Wei & Xiaobo Zhang, 2011. "The Competitive Saving Motive: Evidence from Rising
Sex Ratios and Savings Rates in China," Journal of Political Economy, University of Chicago Press, vol.
119(3), pages 511 - 564.
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Table 1: Why Do People Save? Self-Reported the Most or the Second Most Important Reason for Savings

§ (% of Respondents)

% Three-person households Four-person households All households

ij% Girl Boy Only girls Boy and girl Only boys

i Total sample

;lg Directly related to children 86.4 922 86.4 94.0 96.1 78.2

p il Children's wedding 18.3 298 22.0 340 37.4 33.0

a8 Children's education 75.9 79.2 75.7 82.1 80.4 52.0

1';% Bequest to children 12.5 11.9 10.2 8.9 6.8 13.8

{m

i Not directly related to children 69.6 592 723 56.0 559 69.5
To build a house 19.7 20.2 20.3 243 26.7 18.3
Retirement 45.5 373 458 27.9 22.8 47
Medical expenses 142 6.1 14.7 7.5 8.5 18.9

Others 8.7 7.1 23 8.2 11.7 9.5

Source: Authors’ tabulation based on the Chinese Household Income Project (2002), available from
http://www.icpsr.umich.edu/cocoon/ICPSR/STUDY/21741.xml.

FRIRJE: Shang-Jin Wei & Xiaobo Zhang, 2011. "The Competitive Saving Motive: Evidence from Rising
Sex Ratios and Savings Rates in China," Journal of Political Economy, University of Chicago Press, vol.
119(3), pages 511 - 564.
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TABLE IV.

DIRECT EXPORTS AND RE-EXPORTS OF CHINESE
GooODS BY REGION™

Region Region Re-Export
Share of Share of Share of
Direct Exports Re-Exports Total Exports

Region (1)2 (2)P (3)°
Africa 3.2 2.6 499
East Asia 36.8 18.0 35.6
Eastern Europe 42 0.9 24.8
Latin America 25 4.2 65.0
Middle East 4.0 2.6 42.8
North America 16.7 37.3 71.4
Oceania 1.7 2.4 61.2
South Asia 2.7 1.0 30.6
Southeast Asia 11.2 6.0 37.8
Western Europe 16.9 249 62.1

Al figures are averages over the period 1985-1998.
#5hows each region’s share of Chinese direct exports.

bShows each region’s share of Hong Kong's total re-exports of Chinese goods.

“Shows the share of re-exports in Chinese exports to each region.

KJ5: Robert C. Feenstra, Gordon H. Hanson, Intermediaries in Entrepot Trade: Hong Kong Re-E
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