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(Abstract)

This study compares the information and investor contagion effects of the Mexican
moratorium announcement of August 19, 1982 with those of the Brazilian moratorium
announcement of February 20, 1987. It is found that there were significant negative
effects on the share prices of U.S. banks as a result of the moratoria announcements
by Mexico and Brazil. The size of the effect was larger in the case of Mexico. While
there was no correction by the market prior to the Mexican announcement, there was
some market adjustment prior to Brazil announcement, Weak contagion effects are also
found duning the two moratoria announcement periods when the market was irrational
in pricing bank stocks. The contagion effect was stronger in the case of Mexico.
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I. INTRODUCTION

On August 19, 1982, Mexico declared a moratorium on its external debt principal
payments, and sought additional funds from U.S banks and the International Monetary
Fund to service its huge external debt in order to remain technical solvent. Since the
Mexico announcement in 1982, Peru, Venezuela, Argentina, Chile and more recently,
Brazil became the latest borrower to default when it announced that it would also halt
payments on its $100 billion external debt.

Given their potential to disrupt the U.S banking industry and the world monetary
order, 1t is important to analyze and understand the effects of sovereign debt defaults
from the creditor's perspective. The primary objective of the creditor bank, like any
other publicly-held firm, is to maximize the wealth of 1its shareholders. The events
that are considered in this study are significant, with the potential to cause financial
distress and failure, not only to the individual banks, but to the whole banking
industry.

The purpose of this study is to compare the market efficieny and industry contagion
effects of the market's response to the Mexican moratorium announcement in 1982
with those of the Brazilian moratorium announcement in 1987. The two major, simular
and sequential events separated by a five year time period provide a unique situation
that allows us to test the market's ability to anticipate debt defaults by major third
world borrowers. At the same time, there is enough a time lag for the market to learn
form the first event and forget before the second one to be unable to anticipate it
Between the two events, an efficient market should have become increasingly aware
of the likelihood of Latin Amencan borrower defaults, and should have impounded the
learning that occurs in the forms of anticipations. These anticipations would have been
reflected the market’s being able to deal morc effectively with the latter events,

While several studies have attempted to measure the market reaction to the
Mexican moratorium announcement by studying the bank stock price adjustment
before and after the event, very few have looked at the maket reaction following the
Braziltan moratorium announcement. This research analyzes the bank stock price
behavior for an extended penod of time around both the Mexican and industry
contagion effects, the learning that took place in the penod between the two
announcements 1s also analyzed by comparing the bank share price changes dunng the
two events.

Section I reviews the findings of some of related studies mentioned above In
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Section I, the hypotheses to be tested are detailed. Section IV describes the
methodology and data sources The empincal results are presented in Section VI. The
final section presents the summary and conclusions of this paper.

. MARKET EFFICIENCY IN THE BANKING INDUSTRY:
A REVIEW OF LITERATURE

The empirical evidence on the efficiency of the markets for bank stocks is mixed. If
the banking market is efficient, information about the events that have adverse effects
on creditor banks, such inefficiencies due to asymmetric information between the
affected banks and the market participants, there should be no significant adjustments
to the market prices of the stocks.

Bank regulators tend to defend regulation by rejecting the notion of efficient
markets for bank stocks, although academic researchers [ Pettway and Sinkey (1980),
Murphy(1979), and Pettway (1980) among others] find the market for large bank
stocks to be efficient. Regulators argue that the market for bank equities lacks the
necessary information to price correctly bank obhgations and portfolio of assets
consistent with their risk. The imperfect information on the part of some market
participants results n inefficiencies in bank equity markets.

Several studies have attempted to determine if the default announcements by Mexico
and other Latin American borrowers had any significant impact on the market prices
of bank equities and shareholder wealth. They have also tned to detect any
adjustments prior to and long after the anouncements. They have focused on the
announcement effects of the default and subsequent regulatory responses. Other
studies have concentrated on the rapidity with which the market reacted to the
announcement and its ability to price secunties proportionate with the risk of the
banks 1ssuing the securities The latter has important implications for the policies
implemented by regulating agencies. If the market 1s mispricing securities due to
asymmetric information, the regulators are )ustified in mandating more disclosure by
banks in order to improve the operational efficiency of capital markets.

One of the first studies to analyze the US. stock market responses to the Mexican
default announcement in 1982 was begun by Cornell and Shapiro (1986). They use a
cross-sectional regression approach to test for a Latin American exposure effect on
annual, bi-annual and monthly returns of exposed US banks. Implicitly, they test the
extent to which the market incorporates the riskiness of foreign loans in valuing bank
stocks They also test the degree to which investors are able to discriminate between
with different exposures in the absence of disclosures Their data consists of 43 NYSE
listed banks employed in a cross-sectional test. Cornell and Shapiro find Lation
Amencan exposure to be a significant determinant of announcement of annual returns,
but insigmficant in determining monthly returns around the announcement day. Hence,
they conclude that information about the Mexican debt crisis had been arriving prior
to the announcement date, and that the market had been impounding this information
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continually into bank stock prices. This, they contend, i1s the reason why Latin
American exposure is a significant determinant of annoual and bi-annual returns but
not of monthly returns.

Schoder and Vankudre (1986) test for a Mexico exposure effect on the
announcement date returns. They use the classical event study methodology to a
sample of 45 banks and find an insignificant negative effect on the announcement day.
They also test for a relation between bank stock price adjustment and foreign loan
exposure to Mexico. Schoder and Vankude conclude that the bank stock prices around
the announcement date did not reflect the exposure to Mexico of individual banks
This conclusion suggests either informational ineffciency or pure information contagion
effect for the entire U.S. banking industry. The existence of informational inefficiency
or the persistence of a contagion effect during shocks to the banking system may
significantly influence access to capital markets and arbitrage opportunities.l

Smirlock and Kaufold (1987) also test for a Mexico exposure effect on bank stock
returns around the event date. They test whether investors were able to distinguish
between banks with varying degrees of exposure. Since the stock returmn residuals of
affected firms are cross—sectionally correlated regressions to conduct their tests The
model mnvolves a series of regression equations, one for each bank in the sample. The
sample of 60 banks are divided into two groups - 23 exposed and 37 non-exposed
banks - and regressions are analyzed separately. Stock price returns for a period of
60 days on either side of the announcement day are computed and tested. Exposure is
measured by the ratio of book of loans to the book value of equity

Smirlock and Kaufold conclude that there was a significant relationship between
exposure and returns during the announcement period. They also suggest that the
investors were able to differentiate between banks with different exposures. The
authors contend that the market was able to discriminate between those banks with
extensive Mexican loan portfolios, those with lower levels of exposure, and those with
no Mexican exposure, even in the absence of disclosure rules. This imples that there
is no justification for the regulators’ opimon that there should be increased regulation
in the area of public disclosure by banks.

In contrast to the above studies, Bruner and Simms (1987) test for the rapidity or
the market's response to the actual deterioration in asset quality caused by Mexican
exposure the information following the August 19 announcement on or after the event
date (the new information hypothesis), or whether it had already anticipated the
adverse event and had previously impounded 1t in the market price of the bank stocks
(the information leakage hypothesis). The second set of hypotheses tests to see if the
size of the investor response to the Mexican announcement is related to the degree of
exposure of the bank (the rational pricing hypothesis), or whether investors were
unable to differentiate among the banks with varying exposures and uniformly penalize
all banks (the mvestor contagion hypothesis).

Bruner and Simms employ the classical event study methodology on a sample of 48
banks They find support for the new information hypothesis and conclude that the
market impounded the information hypothesis and conclude that the market impounded
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the information quckly m the share prnices of the exposed banks. They find that
initially the market penalizes all banks regardless of their degree of exposure. But
later on, the market recognizes the varying exposure levels and prices of stocks based
on this information. It is found that there was a four-day lag on average between the
event and the market’'s recognition of the exposure level

While the above studies have analyzed the different aspects of the stock market
reaction to the Mexican moratorium announcement of 1982, no study has looked at the
stock market reaction to the Brazilian moratorium annoucement of 1987. The present
study analyzes the market responses to both the Mexican and Brazilian moratoria
announcements and compare the two for differential effects and compare the two for
differential effects by three degrees of exposure.

M. STATEMENT OF HYPOTHESES

Both the Mexican and the Brazihan moratorium announcements were adverse signals
to the market, but the informational contents and market setting for the two events
were different. The Mexican moratirium was the first of its kind that the U.S. market
encountered Prior to this event, there were no major debt defaults that had a potential
catastrophic effect on the US. economy was unanticipated by the US. market. The
Mexican crisis, other Lation American borrowers have taken the cue from it, and have
stressed their inability to meet some or all of their debt obligations to the U.S. banks.
Peru, Chile, Argentina and other borrowers have arranged for debt rescheduling with
their creditors. Peru has declared an outright moratorium on the U.S banks' asset
portfolio. The next moratorium was announced by Brazil on February 20, 1987. The
US. banks were heavily exposed to Brazihan loans at the time of the moratorium
announcement Between the two moratoria, an efficient market should have become
mereasingly aware of the likelihood of Latin American borrower defaults, and shoud
have impounded the learning that occurs in the form of anticipations. These
anticipations would have been reflected in the market's being able to deal more
effectively with the latter event, other things being equal The purpose of comparing
the effects of the two events is to make inferences about market equilibrium and the
market’s effiuency in learming from prior events. Two sets of hypotheses are tested
for cach of the two events.

The first set of two hypotheses tests whether the market recognizes the adverse
information generated by the event, the public announcement of a moratorium on the
debt payments by the borrower, and incorporates it into the market valuation of bank
stocks. The first hypothesis, the new information hypothesis, states that as a result of
the detenorating quality of the loan assets of th banks, the market prices of the
shares of the affected banks will be lowered. The second hypothesis, the information
leakage hypothesis, states that the market has anticipated the deterioration in the
quality of loan assets and has already impounded the information in the stock prices
of the affected banks prior to announcement.
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The second set of two hypotheses 1s relatd to the size of the stock price reaction to
the moratorium announcement. The first hypothesis, the rational pricing hypothesis,
states that the size of the share price response is related to the actual exposure of the
bank to external loans It assumes that the market is efficient and rational in
impounding and applying information to the appropriate bank stock price of the
affected banks, but the size of the response does not discriminate the exposure level
of the bank. There is a contagion effect which results in the market penalizing all
banks regardless of their degree of exposure.

IV. METHODOLOGY AND DATA

A. Methodology

As is common in event-type of studies, this study employs the market model. The
daily excess returns for each individual bank stock over an interval of around the
event date are computed as follows:

(re - ) = @, + ﬂl (Imt - rl't) t €un, Q)]
where ry return for securityion day t

T return for the market on day t

a8, coefficients of the parameters

£y white noise disturbance term®

The estimation of the parameters @, and B8, involves the seclection of a sufficiently
large prior period dunng which no major events have occurred that could bias the
estimates of the parameters. The period should also be sufficiently near to the event
period so that there is no major change in the nature of the systematic nsk of the
bank. This study will use an estimation period of 120 days, beginning 150 days before
the announcement date and ending 30 days before the annuncement date.

The daily excess returns are cross-sectionally averaged over the sample and over
subgroups of the sample. The average residual for day t is given by

N
AR,=1/N Z:l Ex , (2)

Tests of sigmficance are conducted on the average residuals for each day around
the event date to detect any significant market reaction to the event The cumulative
average residvuals over different time ntervals are also computed and tested for
significant market reaction The pre-announcement prediod over the 30 days prior to
the announcement date, and the post-announcement penod over the 30 days following
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the announcement Various intervals of different lengths, beginming on each day of the
pre-announcement periods, are formed The average residuals for each day of the
interval are cumulated to obtain the cumulative average residual for that interval.

CAR,, = AR, , 3)
p

where CAR cumulative average residuals
p, @ the beginming and end of the interval

If the new information hypothesis holds, then the average residuals of the excess
returns for the event day and the cumulative average residuals for the interval
starting on the event day should be sigmficant. If there are no significant excess
returns on or after the event day, we would infer that the market had already
anticipated the deterioration of the quality of the loan assets and the market prices of
the bank stocks reflect this information. In this case, the cumulative residuals for the
intervals prior to the event period will be significant, which indicates that the
information leakage hypothesis holds.

If the mverstor contagion hypothesis holds, the market will not be able to price the
stocks correctly based on the degree of exposure of the bank The test of the second
set of the hypothesis 15 done for the post-announcement period. If the average
residuals of the excess returns and the cumulative average residuals between the
exposed banks and the non-exposed banks are not different, the investor contagion
hypothesis holds

B. Data

The day on which a specific debtor nation announced that 1t would stop principal
and debt service on its external debt was used as the event date. The Wall Street
Journal reported that the Mexican announcement was made on August 19, 1982, and
the Brazilian announcement on February 20, 1989. These two days were used as the
event dates for the two event studies. Not all investors became immediately aware of
events as they occurred and news about them arrived on the wire. Some 1nvestors
were informed about the events only when they read about them in the pnnt media
the following day. Hence, the event period focuses on two trading days

The study uses all the banks hsted in the Center for Research in Security Prices
(CRSP) tape that are traded m the NYSE, the ASE and the OTC markets for which
data 1s available. The data arc screened to ehminate from the sample banks whose
returns might have been affected by other contaminating events, such as merger and
stock split, duning the parameter estimation or during the event period. Estimates of
loan exposures to third world borrowers are obtained from various sources including
bank SEC filings (10-K reports), FDIC Call and Income reports, bank annual reports
and checked for accuracy and consistency The exposure of a bank to a particular
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country 1s defined as the ratio of the external loans outstanding to that country to
total assets of the bank.

V. EMPIRICAL RESULTS

As stated earlier, this study tests two sets of hypotheses for two separate events.
The first event 1s the announcement made by Mexico on August 19, 1982, which
stated that 1t would stop all principal repayments on 1ts external dedt The second
event is a smaller announcement by Brazil on February 20, 1987. The first set of
hypotheses tests the market efficiency in anticipating the events and attempts to
determine when the market 1mpounds the new information about default
annonuncement The second set of hypotheses tests the presence or absence of a
contagion effect as a result of the adverse information conveyed by the
announcement

If the US bank stock market 1s semi-strongly efficient, then the new information
hypothesis should hold This imples that the average abnormal returns across the
sample of banks, represented by the cross-scctional average residuals for the two-day
event period are significantly negative. The abnormal return should be negative
because the announcement conveys an adverse signal which the market recongnizes.
The market revises downward its evaluation of the bank stocks on this signal. Prior
to the Mexican default announcement. The market has very httle information about
the magnitude of the financial problems related to external lending. The market did
not anticipate the event, and thus the effect on the stock returns on the event day
should be mghly statistically sigmficant This does not rule out to the infromation
lcakage hypothesis as adjustments prior to the event can still occur. In other words,
the two hypotheses are not mutually exclusive. If both the hypotheses hold, 1t means
that the market did not adjust prior to the event but further adjustments were made
following the event.

Since the Mexican cnsis, the market has been continually receiving information
about the financial problems of the debtor nations and the lending practices of the
creditor banks Given some awareness of the weak financial position of the Latin
American borrowers, the Brazilian default announcement on the bank stock returns
should not be as strong as the earlier effect The time-series diffusion of information
about borrower defaults 1s likely to lead to an increased level of learming on the part
of the market participants. This would imply that the market 1s becoming increasingly
efficient in anticipating debt defaults by major third world borrowers form one crisis
to the next. Eventually, other things equal, the market should be able to anticipate
perfectly the actions of the debt nations the danger of an unanticipated crisis is
diminished

If the rational pricing hypothesis holds, then the cumulative returns should be
negatively related to the exposure, with the high exposure banks showing more return
sensitively compared to low cxposure banks On the other hand, if the mnvestor
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contagion hypothesis holds, the market should not behave rationally in its reaction to
the adverse event The market should penalize the banks inconsistently with their
exposure levels Bruner and Simms (1987) find support for the investor contagion
hypothesis immediately following the event. Subsequenty, the market reverts back to
rational behavior by adjusting the size of this stock price response to reflect the degre
of exposure

The cross-sectionl diffusion of information regarding the actual levels of exposure of
individual banks should move the market in the direction of increased efficiency. It
should be expected that the speed with which the market overcomes the contagion
effect and moves towards efficiency increases from one crnisis to the next Here again,
there 15 a learning process taking place in the market The higher levels of learning
with cach crisis should result in the market's being better informed and more efficient.
The time period during which the market exhibits a contagion effect should be much
shorter for the Brazilan debt than for the Mexican debt cnsis. Eventually, the
potential for an event such as the debt default announcement causing a catastrophe in
the banking industry would be diminshed due to increasing market efficiencies.

A. Mexican Moratorium Announcement

The daily average excess returns and cumulative average excess returns for the
samples of all banks, exposed banks, and non-exposed banks duning the Mexican
moratorium announcement are presented in Tables 1 and 2. The sample of exposed
banks 1s broken into two groups of high and low exposure and the daily average
excess returns and cumulative average excess returns are presented in Table 3.

The daily average excess returns are predominantly positive prior to the Mexican
moratorium announcement for the whole sample and the individual sub-samples The
cumulative average residuals are also positive and statistically significant, showing
support for the mformation leakage hypothesis for the 30 days prior to the
announcement. This result corroborates the Bruner-Simms study, but is contrary to
the conclusions of the Cornell-Shapiro study, which supports the information leakage
hypothesis for the 30 days prior to the announcement. This result corroborates the
Bruner-Smmms study, but is contrary to the conclusions of the Cornell-Shapiro study,
which supports the information leakage hypothesis.

The announcement period returns for the whole sample is -1.80; the corresponding
return for the sample of exposed banks is -2.50. This result 1s consistent with the
new information hypothesis, which holds that the moratorium announcement conveyed
new information reacted to the event by impounding this information quckly in the
share prices of banks.

Tables 1 and 2 show the presence of a weak contagion effect in the market for
bank equities. While the market correctly penalized banks with exposure to Mexico by
pricing their shares lower immediatly following the announcement, the effect spilled
over into the group of banks without any exposure, which also experienced a
downward revision in share prices But while the cumulative excess returns for the



10 Beom Joon Yu

exposed banks remained negative for 19 days following the event, it remained so for
only 5 days for the non-exposed banks. These results suggest that imtially the market
was urational 1n penalizing banks without exposure along with the exposed banks. But
from day 6, the market seemed to be rationally repricing bank stocks according to the
presence or absence of exposure. At first, the non-exposed banks are penalized which
1s contrary to the rational pricing hypothesis and consistent with the nvestor
contagion hypothesis But after a time lag, the investor contagion effect wears off and
investors seem to price securities rationally.

The results from Table 3 are less conclusive. The results seem to show that the
market is predomunantly rational in pricing the equities of high and low exposure
banks, except on day 0 when both groups of banks experience approximately the same
downward revision in prices (-238 and -2.02). Bruner and Simms (1980) find more
conclusive of an mnvestor contagion effect among high and low exposure banks.
Perhaps, increasing the sample size in our study would generate results that are
consistent with the Bruner-Simms study.

B. Brazilian Moratorium Announcement

Tables 5 to 7 present the test results for the sample of 43 banks used in the
Brazilian moratorium announcement event study. The announcement period return for
the whole sample 15 ~1.43 and is significant. The cumulative average return for the 30
days prior to the event is positive (+0.60) though not sigmficant This suggests that
the information leakage hypothesis does not hold in the case of the Brazihan
moratorium, too. A closer look at Table 6 which disaggregates the sample into
exposed and non-exposed banks suggests something different. The cumulative average
excess return for the 30 days prior to the event for the exposed group of banks 1s
negative (-2.37), while for the non-exposed group it is positive ( +3.40) though not
significant. Not only does this seem to support the information leakage hypothesis, but
it also suggests that the market might have been able to discnminate between
exposed and non-exposed banks.

As shown in Table 6, the cumulative average excess returns for all the sample and
exposed banks are negative for several days following the announcement, and
sigmficant for 4 and 5 days respectively. Agamn, this 1s consistent with the new
information hypothesis. The market perceived the Brazihan announcement of February
1987 as new information about the quality of assets held by U.S. commercial banks
and quickly impounded it in the stock prices.

The cumulative excess returns for non-exposed banks suggests the presence of a
weak contagion effect, though not significant Non-exposed banks experience a small
drop in returns immediately following the Brazilian announcement along with the
exposed banks. But, from day 2, the market started pricing bank qualities rationally
when only exposed banks were penalized. While the cumulative average residuals
remain negative for more than 30 days after the event for exposed banks, it 1s
negative for only 2 days in the case of the non-exposed banks.
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As in the case of the Mexican announcement, Table 6 shows that the market is
predormuntly rational in pricing shares of high and low exposure banks, except that the
information leakage hypothesis is stronger for banks with low exposure.

C. Comparative Statics

The two moratoria events by Mexico in 1982 and by Brazil in 1987 are similar in
many areas, especially thc potential magnitude of their consequences on the U.S.
banking sector The Mexican announcement was the first of its kind; since then many
of the smaller borrowers have stressed their mability to meet some or all the debt
obligations. The next major defauter was Brazil. The two events are separated by a 5
year period durtng which the market was exposed to the possibility of defaults by
Latin American borrowers An efficient market should have become increasingly aware
of this probability, and should be able to better anticipate borrowers defauits and be
rational in pricing securities based on exposure levels.

The information leakage hypothesis tests for the two events show that while there
was no significant information lcakage prior to the Mexican announcement, the market
did partially anticipate the Brazilian announcement as a result of lending by creditor
banks.

While the new information hypothesis holds in both the events, the cumulative
negative effects are larger and last longer in the case of the Mexican default. The
cumulative excess returns for the combined sample of exposed and non-exposed banks
1s negative and significant for up to 5 days after the Mexican announcement, while it
is so for only 4 days after the Brazihan announcement, Similary, the cumulative
excess returns for the exposed banks 1s negative and significant for 7 days after the
event for Mexico, compared to 5 days in the case of Brazil. The results of the
information leakage and new information hypotheses for the two sequential events
show that there exists in the market a learning effect associated with the time-series
diffusion of information from one default to the next. Investors do learn from past
events related to debt defaults, which is consistent with the behavior of efficient
markets.

The results of the mnvestor contagion and rational pricing hypotheses for the two
events again show a learmning effect. Initially, the market is wrational mn pricing
securities  immediatly following the events. With the cross-sectional diffusion of
information, the contagion effect wears off and the market becomes rational in pricing
securities, In the case of Mexico, it took the market 6 days to overcome the contagion
effect and price shares of exposed and non-exposed banks rationally (Table 1). In the
case of Brazil, the contagion effect lasted for shorter period of time. Beginning on day
3, the market started pricing securities rationally (Table 5).
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V. CONCLUSIONS

This study compares the information and mmvestor contagion cffects of the Mexican
morationum announcement with those of the Brazilian moratorium announcement of
February 20, 1987, Both announcements were major events that seriously affected the
U S. banking industry and the international monetary system We find that there were
significant negative cffects on the share prices of US banks as a result of the
moratoria announcements by Mexico and Brazil The size of the effect was larger in
the case of Mexico We also find that while there was no correction by the market
prior to the Mexican announcement, there was some market adjustment prior to the
Bracilian announcement.

Weak contagion effects are also found during the two moratona announcement
periods when the market was irrational in pricing bank stocks The contagion effect
was stronger n the case of Mexiwco. These results imply that the market is learmning
not only from the cross-sectional diffusion of information about the quality of assets
held by banks, but also from the time-series flow of information about debt defaults
by third world borrowers

End Notes

1. Smirlock and Kaufold (1987) contend that the study by Schoder and Vankudre
(1982) has some shortcomings that 1t 1s difficult to draw the correct conclusions
Schoder and Vankudre use book value of loans and market value of equity to
measure exposure. This makes the loan exposurc figures inaccurate as they
fluctuate with changes in bank stock prices.

2 Simmilar implications derive from the Cornell and Shapiro study regarding the
omniscience of the market, despite the absence of publicly available information
about Latin American loan exposure by banks

3. This imphes that under ordinary least squares estimation the following statements
hold: (i) it 1s normally distributed; (i) 1t has a mean value of zero, E(£:)=0; (iii)
Var(g,)-0%£0); (iv) the disturbance terms are cross—sectionally mdependent; Cov
(g4, &0<0; and (V) rm is non-stochastic, Cov(&y, rmd)=0.
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Table 1

Daily Average Excess Returns of the Samples of All, Exposed and Non-Exposed Banks
during the Mexican Moratorium

Day Excess Retums
Al Exposed Banks Non-Exposed
Banks Banks

t -5 - 038 - 0%0° 047
t -4 006 048 - 063
t -3 138" 206 0.2
t -2 05" 123 049
t -1 092” 065 138"
t 0 - 136" -221" 004
t +1 - 0447 - 02 - 0T
t +2 0.20 037 - 008
t +3 0.19 0.18 023
t +4 - 016 - 032 0.10
t +5 - 020 0.04 - 060
t +6 051" 016 107"
t +7 - 062° -071"° - 046"
t +8 065" 051 0.86
t +9 0.02 008 - 008
t +10 - 0507 - 068 - 020
t +11 - 096 -1’ 028
t +12 - 024 - 046 013
t +13 0.31 044 0.10
t +14 07’ 079 058
t +15 - 034 - 001 - 08
t +16 0.34 053 004
t +17 129" 012 0%
t +18 1.8 168" 0%
t +19 1.36 119 162
t +20 046 038 058

* sigmificant at the level of 001
* * significant at the ievel of 0.06
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Table 2

Curnuilative Excess Returns for the Sarmmples of All, Exposed and Non-Exposed Banks
for the Mexican Moratorium

Excess Retums

Day Al Exposed Non-Exposed
Banks Banks Banks
-30, -1 584 926" 037
-5, -1 298" 351" 200"
0, 1 -1.80" -250™ -067
0 2 -160™ -213 -075
0, 3 -1417 -1% 052
0, 4 -157" -2.27 -042
0 5 -1.77° 223 -1.02
0, 6 -1.26 -207 006
0, 7 -1.88 -2.78 -041
0, 8 -1.23 -2 045
0, 9 ~1.21 -2.19 037
0, 10 -171 -287 017
0, 11 -267 -458 045
0, 12 -291 -504 058
0, 13 -2.60 -460 068
0, 14 -1.89 -382 126
0, 15 223 -381 037
0, 16 -1.89 -329 041
0, 17 -0.60 -3.17 136
0, 18 048 -149 231
0, 19 1.3 -0.30 393
0, 2 230 008 451
0, 30 424 243 6.21

* significant at the level of 0.01
* * sigmficant at the level of 0.05

_— 59.._..
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Table 3

Daly Average Excess Retumns of the Sarmples of High and Low Exposure Banks
during the Mexican Moratorium

Excess Retunh;s -

Day High Exposure Low Exposure
I __._  Banks _ _ Banks _

t -5 -172° -0.01
t -4 085 007
t -3 191° 227
t 2 16" 079
t -1 017 116 °
t 0 238" 202"
t o+l -124 " 075 "
t +2 1.09 -041
t +3 -0.39 0.79
t +4 -058 -004
t +5 0.13 -0.05
t +6 -081 122
t +7 -1 -0.29
t +8 -0.60 174
t +9 035 -022
t +10 -153 ° 0.23
t +11 -164 " -179 "
t +12 -045 -046
t +13 0.70 0.16
t +14 101 056
t +15 -0.11 0.10
t +16 -022 034
t +17 151 047"
t +18 218 ° 113
t +19 052 1% °
t +20 083 0.11

* significant at the level of 0.01
* + gmificant at the level of 0.0
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Table 4

Currulative Excess Retuns for the Samples of high and Low Exposure Banks
for the Mexican Moratorium

Excess Retumns
Day High Exposure Low Exposure
e Banks Banks
-30, -1 922" 933 °
-5, -1 286" 4237
0, 1 -362° -127°
0 2 -253° -168 °
0 3 29" -089 °
0, 4 -350 -0
0 5 -3.37 -098
0, 6 -4,18" 0.24
0, 7 529 -006
0, 8 -5.89 1.69
0 9 554" 147
0, 10 ~707 170
0, 11 -871 -0.09
0, 12 -9.16 -055
0, 13 -846 -0.39
0 14 -745 017
0, 15 -156 0.27
0, 16 -7718 161
0, 17 -6.27 308
0, 18 -4.09 421
0, 19 -357 6.15
0, 2 274 6.04
0, -30 1.89 821

* significant at the level of 0.01
* + gignificant at the level of 005
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Table 5

Daily Average Excess Returns of the Samples of All, Exposed and Non-Exposed Banks
during the Brazilian Moratorium

Excess Retums

Day All Exposed Non-Exposed

Banks Banks Banks
t -5 0.5 -0.09 0.77
t 4 014 024 -0.16
t -3 -043 090 ° 0.13
t -2 1.18 106" 060
t -1 062 08 * 035
t 0 -0.23 -0.33 001
t +1 -1.20 -146 " 0.78
t +2 0.08 -004 0.36
t +3 -0.19 073" 061
t +4 0.08 048 ° 098"
t +5 058 ° 053 ° 0.76
t +6 075 " 055 " 116°
t +7 -006 -0.28 0.18
t +8 -049 ° -063 ° 026
t +9 0.18 -0.13 061
t +10 -0.01 -026 0.26
t +11 -0.03 -0.16 068
t +12 0.04 -0.19 041
t +13 -0.12 -0.37 0.34
t +14 037 0.19 035
t +15 0.28 027 037
t +16 0.01 -036 0.76
t +17 -059 " -074 054
t +18 004 005 013
t +19 -0.04 -042 0.70
t +20 -0.02 -0.04 0.10

* ggnificant at the level of 0.01
* * qigmbcant at the lever of 006
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Table 6

Cumulative Excess Returns for the Samples of All, Exposed and Non-Exposed Banks
for the Brazilian Moratorium

Excess Retums

Day All Exposed Non—Exposed

Banks Banks Banks
=30, -1 060 -237 340
-5, -1 176 116 169
0, 1 -143 -179°° 077
0, 2 -13 -183 7 -041
0, 3 -154 " -256 " 0.2
0, 4 -146 " -304 " 118
0, 5 -0.88 -251 ° 194
0, 6 -0.13 -19% 310
0, 7 -0.19 -224 328
0, 8 -0.68 -1.9% 302
0, 9 -050 ~3.00 363
0, 10 -051 -32%6 389
0, 11 054 -342 321
0, 12 -050 -361 362
0, 13 -062 -398 3%
0, 14 -025 -379 431
0, 15 -003 -352 468
0, 16 -0.04 -388 544
0, 17 -055 -462 490
0, 18 -051 -457 503
0, 19 055 -499 573
0, 2 -057 -5.04 583
0, 30 -2.79 -9.38 724

* significant at the level of 0.01
* » aqigmificant at the level of 0.06



Beom Joon Yu

Table 7

Daly Average Excess Retums of the Samples of High and Low Exposure Banks
dunng the Braalian Moratorium

— Excess Retums

Day High Exposure Low Exposure

Banks Banks
t 001 -0
t 4 0.38 -0
t -3 011 -0.11
t 2 056 051
t -1 181" 075
t 0 0.75 043
t o+l -0.44 08
t  +2 -0.29 020
t 3 130" -056
t +4 0.40 0l
t 057 043
t 6 166 "° 0.2
t 007 -051
t 8 044 0.00
t 49 -0.28 073
t +10 -0.12 0B
t +l -058 0.40
t +12 062 0%
t +13 026 -051
t +14 097 ~-0.06
t +15 0.19 0.08
t +16 ~052 -0.11
t +17 0.30 -0683
t +18 -054 081
t +19 0.09 0.17
t +20 -0.60 0.14

* significant at the level of 001
* + ggmcant at the level of 0.06



