Narrative 

In this section we provide the narrative on episodes that are candidates for currency crisis episodes. The candidate episodes are selected by at least two of the six definitions that we employ, or by one or more previous studies (Reinhart and Rogoff, 2011; Laeven and Valencia, 2012; Kaminsky, 2006; and Babecky et al., 2012). For the period after 2010, in which there is no coverage from other studies, we use the criterion that at least one out of six quantitative definitions identifies a crisis. 
In Section 1 we analyze the episodes with currency crises for Latin American and Caribbean countries, Section 2 for Central and Eastern European countries, Section 3 for Asian countries, and Section 4 for the rest of the world. 



1. Latin America and Caribbean

Argentina
· (1994-1995) In 1994, the tight monetary policy in the United States leads to worldwide interest rate increases, contributing to banking fragilities and a credit crunch amid a severe recession in Argentina. Following the Mexican crisis in December 1994, Argentina's banking system suffers from large deposit withdrawals, as rumors spread that systemic banks may fall due to their exposure to sovereign debt. The lending volume drops by more than 50% and banks suffer from liquidity problems. Deposits are fleeing from wholesale banks - taken out by large and informed investors. In March 1995 the peg is successfully defended through the use of reserves and interest rate. This event is considered the first currency crisis of the Convertibility Plan that was launched in April 1991 (Kaminksy, Mati and Choueri, 2009). In several academic papers this crisis is used as an example to emphasize why the EMPI should include the change in interest rate. The crisis is profound, but lasts only shortly, and is successfully contained by the policy response (Guidotti and Nicolini, 2016). 
· (2001-2002) In 2001 the international capital markets are still wary of emerging economies (Asian, Russian, LTCM, Brazilian and Turkey crises). Domestically the political uncertainty and the financial turmoil following Brazil’s crisis in January 1999 has severely affected private investment and consumption in Argentina. The country is stuck with twin deficits, a trade gap and a budget gap, that foreigners are less and less willing to finance (Economist, 2005). As the situation continues to deteriorate in 2000 and 2001, the government seeks more financing, and resorts to compulsory placing of government bonds at banks, with banks becoming increasingly more exposed to government default (Kaminksy, Mati and Choueri, 2009). The Argentinian government receives a USD 40 billion IMF-led emergency assistance package in December 2000. By June 2001 a bank run starts. The withdrawal of bank deposits, which continues through the whole year, ends up in the "corralito" (imposition of restrictions on deposit withdrawals) in December 2001 (Guidetti and Nicolini, 2016). The peg is maintained at the cost of decreasing reserves and higher interest rates. But the situation becomes unsustainable.  In December 2001, the government defaults on its debt, and a few weeks later it abandons the currency peg to the dollar. In January 2002 Argentina has no other choice than to abandon the peg and float the currency. The exchange rate rapidly lost value, from 1.00 : 1.00 in December 2001 to 1.40 : 1.00 in January 2002 and 3.75 : 1.00 in June 2002 (Weisbrot et al., 2011). The banking sector collapses, due to its high exposure on sovereign debt and the high default rate of the private sector in the face of the crisis, making it a triple crisis. 
· (2014) In January 2014 the exchange rate depreciates 21% in a month, which implies an accumulated depreciation of 59% compared to 12 months before. From the Economist (2014): "The peso has looked overvalued since at least 2011, when the government clamped down on all foreign-currency transactions in an attempt to stem capital flight. The black-market exchange rate has at times exceeded the government’s artificial rate by as much as 70%. To close this gap, the government has been allowing the peso to devalue: 12% in 2012 and 33% in 2013." In 2014 Argentina defaults again, but this time due to legal issues related to New York based judge Griesa, who orders that Argentina cannot pay anything to creditors who had agreed to the earlier restructuring until Argentina would pay the bond holdouts fully. 
· (2015) The new president Mauricio Macri removes limits on exchange transactions. This causes the official value of the Argentinian peso to crash overnight, dropping 30% in less than 24 hours (Al-Shawwa, 2015) , and 36% in the month of December. The depreciation is inevitable: due to the high inflation the exchange rate is overvalued, and not sustainable. Reserves are at a seven-year low, exports not competitive. "Macri's government eliminated or reduced taxes on commodity exports and abolished exchange controls, resulting in a de facto devaluation of around 35% against the dollar" (Stiglitz and Guzman, 2016). With Macri’s arrival, the long-lasting settlement of the 2001-default has come to an end, when the New York judge Griesa changed the verdict and a final agreement was reached (Moyer, 2016). 
· We conclude that Argentina has experienced currency crises in: 1995M3, 2002M1-6, 2014M1, and 2015M12-2016M2. The narrative confirms the quantitative determination of crises. 

Brazil
· (1998) With the Russia crisis (started in August 1998) and to a lesser extent the LTCM bailout (September 1998) capital flows to emerging economies, including Brazil, come to a halt (Fraga, 2000). The pressure on the real is relieved by increase in the interest rate (19% to 34%), and the use of reserves (drop of 33%) in September 1998. The pressure on the exchange rate does not terminate into a devaluation, although it can be considered the prelude for the deep crisis in January 1999. The currency is considered 15-25% overvalued in real terms, and as a consequence industrial production has decreased due to low competitiveness (Gruben and Welch, 2001), and the current account deficit exceeds 5% of GDP (Fraga, 2000). The country repeats the same recipe as in 1995 and 1997 (increasing the interest rate), but this time the policy fails as the fiscal reform package lacks credibility. The policy of higher interest rates turns the situation more complicated because the risk of a debt default increases. Capital outflows increase, various states declare to suspend debt payments to the federal government (Gruben and Welch, 2001). In November 1998 the Brazilian government signs an emergency loan package from the IMF to avoid a financial meltdown. 
· (1999) In January 1999 the currency is floated: the exchange rate peg is released and the currency depreciates 64% (from R1.21 to R1.98). The reserves drop 21% in January 1999, and the interest rate remain stable at a high level (30%). The banking sector is healthy and well-regulated, but the government's solvency is very low, with a high proportion of short-term debt, and not enough resources to service the debt obligations (Gruben and Welch, 2001). With the IMF assistance (emergency loan that was signed in November 1998) a default is avoided.  
· (2000) The 27% drop in reserves in April 2000 is caused by the early repayment of part ($10 billion) of the debt from the 1998-rescue package (Buckman, 2013), and is therefore not considered a currency crisis. 
· (2002) In the run-up to the presidential election in October 2002, Brazil's economy comes under renewed pressure as financial markets are worried about lingering fiscal and current account problems, the crisis in neighboring Argentina, and the prospect of a left-leaning candidate winning the elections (IMF, 2007). The Brazilian real depreciates strongly in July and September 2002. A large IMF stand-by arrangement helps to restore confidence and to stabilize the economy. 
· (2008) The fall of Lehman Brothers in September 2008 leads to worldwide depreciations of emerging economies’ currencies. The Brazilian real is one of the hardest hit currencies. From July 2008 to February 2009 the Real depreciates by 51% (R1.57 to R2.38). On an annual base the depreciation is –partly– offset by the appreciations that occur before August 2008 and after March 2009, which explains why Laeven and Valencia (2012) do not label 2008 as a currency crisis year. Contrary to past crises, Brazil’s real economy is not strongly affected, and there is no banking or debt crisis. The initial conditions (including a regulated banking sector), the commodity price cycle and abundant capital inflows play a role in this improved economic performance (ECB, 2016). 
· (2014-2015) Brazil’s economic situation has deteriorated significantly in 2014 and 2015. The economy enters into recession in 2014 and the situation worsens in 2015, with real GDP declining by 3%, while inflation has remained close to 10% (ECB, 2016). From January to September 2015 the real depreciates by 58% vis-à-vis the US dollar, with acceleration in July-September 2015 (more than 30% in three months). The depreciation is partially due to external factors, such as China's slowdown, the fall in commodity prices, the US's imminent decision to raise its interest rates and the consequent tendency of withdrawing capital from riskier emerging countries for safer gains in the US. But there also domestic factors, in particular the unsustainable debt level, which forces the government to cut expenses and increase taxes, thus affecting economic growth. In September 2015 Standard and Poor’s downgrades Brazil’s debt to speculative grade. Worries about the credibility of the country’s policies to keep inflation down and the necessary structural reforms affect confidence and put pressure on the exchange rate (Gallas, 2015). In later months the depreciation is partly offset by the appreciation of the currency. Two out of our six definitions identify a crisis, because of the large nominal and real depreciation. However, none of the EMPI definitions identifies a crisis, which is due to the (very) high volatility of the indicators in the 1990s that make the threshold relatively very high. 
· We conclude that Brazil experienced currency crises in: 1998M9-1999M3, 2002M7-9, 2008M11, and 2015M7-9. The narrative confirms the crises identified by the quantitative criteria, except for 2000M4. 

Chile
· (2007-2008) During 2007 the reserves fluctuate on a monthly base, but remain at a relatively high level, mainly due to the high dollar revenues from commodity exports. By the beginning of 2008 the Chilean central bank starts to intervene in the financial markets, to depreciate the overvalued Chilean peso and make exports more competitive. The peso loses 11% in value from January to August 2008 (from $465 to $516), while reserves increase by almost 6 billion US dollar in the same period (Briones, 2010). With the fall of Lehmann Brothers this program is suspended and the peso rapidly decreases in value, 29% from August to October (from $516 to $665). After October 2008 the exchange rate starts to appreciate against the dollar. During 2008 the interest rate is increased to curb inflationary pressures, caused by the high commodity prices (in particular oil). In 2009 the country uses the Social and Economic Stability Fund with windfalls from the commodity boom for countercyclical policy, and lowers the interest rates drastically, from more than 8% to less than 1%. The healthy banking sector, the recovery of the commodity prices and the large fiscal stimulation package help Chile to overcome the crisis fast: in the last quarter of 2009 the economy starts a new growth path (Agosin and Montecinos, 2011; Briones, 2010). 
· We conclude that Chile has experienced one currency crisis, dated in 2008M10. The narrative confirms the strong impact on the exchange rate, although part of the depreciation was on a voluntary base prior to September 2008. 

Colombia
· (1995) Government spending increases strongly in the 1990s (from 10% of GDP in 1990 to 18.8% of GDP in 1999); up to 1995 it is financed with higher revenues –mostly due to the high economic growth. The trade balance deficit increases, caused by a continuous appreciation of the real exchange rate. Large capital inflows enter the country to finance these imbalances, and (private) foreign debt increases strongly. Colombia installs non-remunerated reserve requirements on capital inflows in 1993 (Villar and Rincon, 2000). After 1995 the government runs fiscal deficits, which are financed by privatizations of state-owned companies and increasing debt levels, from 12% of GDP in 1994 to 28% of GDP in 1999. In 1995 economic activity is weak, partly due to the tequila crisis in Mexico. The exchange rate weakens approximately 10%, while reserves and interest rate are volatile during 1995. Galindo and Maloney (1998) mention that Colombia is one of the Latin American countries that is largely unaffected by the tequila crisis. We conclude that the narrative does not confirm that Colombia has experienced a currency crisis in 1995. 
· (1997-1999) in the midst of the Asian and Russian economic crises in 1997-1998, the Colombian peso comes under severe pressure, and the central bank devalues the exchange-rate band twice. The sudden stop in international lending leads to an abrupt adjustment in the current account, which means a large contraction in aggregate demand. Increases in international interest rates together with expectations of devaluation of the peso cause interest rates to rise: the average interest rate on loans increased almost 1000 basis points in the summer of 1998, thus contributing to the contraction of GDP. The recession and the bursting of a real-estate bubble also result in a major banking crisis. Public banks and private mortgage banks are hard hit, and the subsequent government intervention to aid some of the distressed financial institutions adds pressures on public expenditure (Steiner and Vallejo, 2010). The economy enters the deepest and one of the longest recessions since the 1930s (Vargas, 2005). The 1998 banking crisis in Colombia is accompanied by a currency crisis. In 1999 its exchange rate regime (a target zone) collapses and the exchange rate is allowed to float freely (Arias, 2000). 
· (2002-2003) In 2002 the uncertainty about Brazil’s economic and political outlook leads to a fast increase in Colombia’s sovereign spread. Additionally, revenues from the two main commodities are under pressure: oil production decreases, and coffee prices are low (Steiner and Vallejo, 2010). The crisis in Venezuela at the end of 2002 leads to a reduction in Colombia’s exports revenues, adding more pressure on the peso. The peso depreciates by 30 percent between April 2002 and February 2003. The higher exchange rate causes high inflation, because of the pass-through of higher of import prices. The situation induces the authorities to intervene for the first time since the exchange rate was floated in 1999. The central bank increase interest rates in December 2002 and April 2003 and use foreign reserves to reverse the depreciation trend (Vargas, 2005). The latter is picked up by only two definitions, and is also identified by Reinhart & Rogoff (2011). 
· (2008) Prior to September 2008 the Central Bank has increased interest rates steadily (from 6% in April 2006 to 10% in the summer of 2008), as it is confronted with increased governmental expending, high foreign capital inflows, and an expansionary credit market. When the global crisis breaks out, the Central Bank does not use reserves nor increase the interest rates to defend the exchange rate. The Colombian peso loses 40% of its value (from June 2008 to February 2009) – very similar to other currencies in the region. To revitalize the economy, interest rate are lowered in 2009, capital controls are cut and investments are stimulated through a temporary increase of the maximum level of the fiscal deficit and a stand-by credit from the IMF (Arguello, 2011). 
· (2015) The (36%) depreciation of the peso from the summer of 2014 to the summer of 2015 is caused by both external and internal factors. External: lower prices and demand for commodities -in particular oil and coffee-, and internal: high government debt (which has increased during the boom years of the commodity markets) combined with fiscal imbalance (low government revenues) (Lemaitre, 2015). 
· We conclude that Colombia has experienced currency crisis in: 1998M6-9, 2002M12-2003M2, 2008M9-2009M2 and 2015M7-8. Compared to the quantitative selection of crises, the narrative discards a crisis in 1995M5-8 and dates a crisis in 2002M12-2003M2. 

Costa Rica
· (1991) Costa Rica’s colon depreciates in a gradual manner, according to crawling peg exchange rate regime. In real terms the annual depreciation is single-digit in 1991. As Carstens (2004) mentions in a speech, Costa Rica has not suffered a major financial crisis since the late 1980s. 
· We conclude that Costa Rica has not experienced currency crises in the period 1990 to 2016. The narrative and the quantitative selection procedure coincide.  

Dominican Republic 
· (1990) In 1990 the Dominican Republic faces deteriorating macroeconomic performance and policies. After three years with a growing fiscal deficit financed by inflationary domestic policies and heavy borrowing abroad, in August 1989 the government can no longer service its outstanding debts (Boughton, 2012). The ruling president is reelected in May 1990, in the midst of great social tensions (Fearon and Laitin, 2006). In the summer of 1990, the authorities embark on a serious effort to get their fiscal accounts on a more sustainable level, then enter into long discussions with the IMF staff aimed at settling arrears and obtaining new financial and other assistance (Boughton, 2012). The exchange rate is devalued by 42% (from 7.45 to 10.35) in August 1990, and further, smaller devaluations follow in the next months. Reserves drop to low levels by the end of 1990. 
· (2003) The 1990s are a period of macroeconomic stability and economic growth for the Dominican Republic. In this decade the country experiences a de facto dollarization of its banking system (Sánchez-Fung, 2005). In 2003 Dominican Republic suffers from a large banking crisis, centered around the country’s second-largest private bank, Baninter. When the bank collapses in April 2003, a large rescue package by the government is undertaken, with an estimated cost of 20% of GDP. In total three large banks fail in 2003 due to accounting malpractices and mismanagement (Jaramillo and Sancak, 2007). The banking crisis triggers a currency crisis in May 2003 (NY Times, 2003). Particular factors that affect the economy at the time are the slowdown in tourism after the 11th September attacks on the USA, the reduced growth rate of the USA’s economy, and higher oil import prices. This leads to exchange rate instability, high inflation, and weakened the effectiveness of monetary and fiscal (stabilization) policies during 2003. The nominal exchange rate loses more than 100% of its value from April 2003 to January 2014, the reserves drop by 50% and the interest rate surges by more than 25 percentage points. As a result of these problems the Dominican Republic signs a stand-by agreement with the IMF that is formally approved in August 2003 (Sanchez-Fung, 2005). 
· We conclude that Dominican Republic has experienced two currency crises, in 1990M8 and 2003M5-2004M1. The narrative confirms the quantitative determination of crises. 
Guatemala
· (1990) Guatemala is not included in most studies on currency crises. This can be attributed to the low number of currency crises that the country has experienced since 1990. The last crisis is dated in August 1990 by Esquivel and Larrain (1999). The Guatemalan quetzal is floated on November 1989, and the consequent period of depreciations lasts until September 1990 (Morán Samayoa, 1999), with the largest depreciations in the last months (July-October 1990). 
· We conclude that Guatemala has experienced one currency crises, in 1990M8-10. The narrative confirms the quantitative determination of crises. 

Jamaica
· (1991) In September 1991 the financial system of Jamaica is liberalized, including the removal of foreign exchange, trade and capital controls (Harriott, 2000). With the removal of exchange rate controls, the Jamaican dollar depreciates by more than 50% (from 13.67 to 20.91 per US dollar) from September to December 1991. In the same period interest rates rise sharply and reserves drop (Nelson-Douglas, 2001).
· We conclude that Jamaica has experienced one currency crises, in 1991M9-12. The narrative confirms the quantitative determination of crises. 

Mexico
· (1994) Political unrest in Chiapas is followed by the assassination of Colosio, PRI-candidate for presidency in March in Tijuana. The rising social and political uncertainty increases the pressure on the (pegged) exchange rate (Musacchio, 2012). To defend the currency the interest rate is increased and reserves are used. In April 1994 reserves drop massively (32% in one month, and 12% in the previous month), and the interest rate almost doubles (from 9.5% to 18%). The peg is maintained, although at a high cost. The pressure on the exchange rate increases again in the last months of 1994. Reserves and increases in the interest rate are not sufficient to fence off the pressure on the peso. Newly installed president Zedillo sees no other way out then to let the currency float rate (Musacchio, 2012). The peso loses 54% of its value in December 1994, and continues to depreciate in the months after, in particular in March and October-November 1995. As a consequence of the devaluation (currency mismatch in the funding) and the widespread defaults in the corporate sector the poorly regulated banking sector collapses. Only with IMF assistance a sovereign default can be avoided –Manasse et al. (2003) consider this a debt crisis. The country falls in a deep economic crisis (Musacchio, 2012).
· (1998) The Russia crisis (started in August 1998) and the LTCM bailout (September 1998) affect Mexico as international risk aversion increases (Dungey et al., 2002). Many emerging economies are affected. In Mexico the exchange rate depreciates (12%), reserves drop (6%) and interest rate differential increases (4%), but we do not find evidence in the narrative that this should be considered a currency crisis. The country is still recovering from the 1994-1995 financial crisis and the increased volatility in 1998 is not perceived as a new currency crisis. 
· (2008) The fall of Lehmann Brothers in September 2008 triggers a period of depreciation of currencies from emerging economies as global capital is withdrawn from risk-perceived assets, which include emerging economies. Mexico is hit relatively hard due to its high exposure to the US economy, and the sudden stops in capital flows and in international trade (WEO, 2009). Between August 2008 and February 2009 the peso loses 47% of its value. Contrary to past financial crises, Mexico does not have a banking crisis (prudent regulations and supervision) nor a debt crisis (low debt levels). The economy slips into a very deep recession, with negative growth in 2009 (Rojas-Suarez, 2011). 
· We conclude that Mexico has experienced two currency crises, in 1994M12-1995M10 and 2008M10-2009M2. The narrative confirms the quantitative determination of crises. 

Paraguay 
· (1990-1992) Reforms are implemented after a change in the political regime in 1989. These reforms include the (managed) floating of the domestic currency (guaraní) and the liberalization of interest rates in 1990-1991 (Garcia-Herrera, 1997). As a consequence these events are not to be considered a currency crisis. 
· (1998-1999) The Brazilian crisis has a contagious effect on Paraguay. The country experiences a political crisis after the assassination of the vice president in March 1999.  Six months after the start of the Brazilian crisis, Paraguay benefits from a large loan from Taiwan, allowing it to revert its contractionary interest rate defense (IMF, 2009). We do not consider these events as a currency crisis, but more like a political crisis. Although there is some pressure on the exchange rate, the actual depreciation, drop in reserves and increase in interest rates is rather modest.  
· (2001-2002) The 2001-2002 crisis in Argentina has a larger impact on Paraguay than the 1998-1999 crisis in Brazil. The crisis spills over into the domestic banking system through a local subsidiary of an Argentinean bank (IMF, 2009). The country experiences rising inflation, high fiscal deficit, high external debt service, and a deep economic recession. This period of stagnation and financial instability leads to a financial crisis in 2002. S&P downgrades Paraguay’s credit rating to SD (Selective Default) in February 2003 (Franks, Mercer-Blackman, Sab and Benelli, 2005). 
· (2008) As most Latin American currencies, the guaraní appreciates in the year up to September 2008. From September to December 2008 the currency depreciates by 25% to reach the same level at the beginning of the year. The policy of limited interventions helps to avoid a disorderly adjustment that could jeopardize the stability of the dollarized banking system, while preserving the reserve cushion (IMF, 2009). Reserves drop by almost 15% from August to November 2008, while at the beginning of 2009 the interest rate increases sharply. 
· We conclude that Paraguay has experienced currency crises in 2002M6 and 2008M9-12. The narrative confirms the quantitative determination of crises. We consider the events in 1992 and 1998-1999 to be associated with structural reforms and a political crisis respectively. 

Peru
· (1990-1994) After being elected as an independent candidate, president Fujimori initiates an ambitious stabilization program in 1990–1992, fully in line with the Washington consensus –with a focus on liberalization and a small government. The structural reforms set the basis for high economic growth in the future (Santos, IMF, 2015). The multiple exchange rates are abolished and only the market rate is used. Inflation decreases spectacularly, from over 7,000% in 1990 to 50% in 1992, then decreasing to single digits from 1997 on. A managed float for the exchange rate is implemented. In April 1992 president Fujimori carries out a military coup, to overcome the political deadlock by the opposition parties. The coup is condemned by the international community, but opens up the road for reforms. In March 1993 the debt from the 1980s is renegotiated and Peru gets access to foreign funding (McClintock, 2000). From April 1993 on the currency stabilizes: monthly depreciation is on average 1.3% monthly, and in later years even less. The economy grows at record levels. We do not consider the events in 1992 as a currency crisis, for two reasons. First, because the country comes out of a period of hyperinflation, with high yet sharply lower inflation and nominal exchange rate depreciations. Second, because the crisis is associated more with political issues than with a currency crisis. 
· (1998-1999) After years of high growth Peru suffers a setback in 1998. The Asian and particularly Russian crises have a huge impact on capital flows to and from emerging economies, and Peru is no exception. Additionally, prices of raw materials decrease, and El Niño has a devastating effect on agriculture and fishing (IMF, 1999). The economy suffers a recession. Since the 1980s Peru’s financial system holds an important share of its assets and liabilities in foreign currency. A depreciation and the decline of foreign funds paralyzes the flow of local credit, worsening the country’s financial conditions (Rossini, Quispe and Serrano, 2013). The banking sector is in deep trouble and requires bailouts from the government in November and December 1998 (Hidalgo, 1999). In June 1999 Peru completes negotiations for an Extended Fund Facility (IMF, 1999). The exchange rate drops 6% in January 1999, 21% below the value one year earlier. We consider this a banking crisis rather than a currency crisis, because the depreciation is relatively modest – although it has a huge impact on the banking sector due to its high external debt. 
· (2008) The impact from the GFC has been modest for Peru. The policy reaction in Peru (and many other emerging economies) is in a reversed sequence compared to developed economies. Liquidity easing measures are implemented first, followed by policy rate reductions when the forex and money markets have stabilized (Quispe and Rossini, 2010). The exchange rate depreciates 15% from July 2008 to February 2009, reserves drop marginally and interest rates remain virtually constant. 
· We conclude that Peru has not experienced currency crises in the period 1992 to 2016. According to the narrative there is no currency crisis in 2008 while according to the quantitative determination there is. The latter can be explained by turning to the volatility. Humala and Rodriguez (2009) present empirical evidence that official intervention in the foreign exchange market in Peru has reduced excess volatility in the foreign exchange rate. As a consequence of this low volatility, the threshold to call a crisis is low. So a relatively small adverse movement of the components is sufficient to call a crisis. 

Uruguay
· (2002) The government runs fiscal deficits since the start of the recession in 1999 and finances these with public debt (large majority foreign currency denominated debt). Partially responsible for the weak performance of the Uruguayan economy since 1999 are the successive devaluations of the Brazilian real and the Argentinean peso in 1999 and 2001 respectively, which have made Uruguay less competitive. The two largest banks are considered weak and in general the highly dollarized banking sector is vulnerable for external shocks. When the crisis in Argentina starts in December 2001 foreign depositors withdraw (US dollar) funds from their Uruguayan banking accounts. In February 2002 Uruguay intervenes for the first time in the banking sector, and in the same month loses investment grade rating. The run on dollars and bank deposits accelerates and by July 2002 the country’s reserves are exhausted (an 80 percent decline since December 2001), and the government is forced to float the exchange rate, which immediately falls 27%. By the end of July 2002, a cumulative 38 percent of total deposits has been withdrawn from the system, and the peso has depreciated by 57 percent since December 2001 (de la Plaza and Sirtaine, 2005). 
· We conclude that Uruguay has experienced a currency crisis in 2002M6-7. The narrative confirms the quantitative determination of crises. 

Venezuela
· (1994-1996) Venezuela continues the 1990s similar to the 1980s. Inflation remains high, economic growth continues to be volatile and oil-dependent, growth per capita stagnates, and public sector deficits endure. Between 1988 and 1999 the country suffers some sort of economic emergency, whether it is a critical fiscal deficit, a banking crisis, a currency crisis, an economic recession or a combination of these (Corrales, 1999). The macroeconomic reforms that start in 1989 have to be accompanied by financial sector reforms, but these are never carried out. The highly concentrated banking sector lacks supervision and efficiency. The rise in real interest rates and the 1993-recession increases non-performing loans. Banco Latino, the second largest bank, collapses in January 1994 after rumors spread that the bank is in financial distress. Bank runs on other banks follow and capital flight leads to a large loss in reserves (almost 40% from December 1993 to May 1994). The exchange rate drops by 40% in May 1994 and 20% more in the next month, and is also high in real terms (almost 50% in May-June 1994), turning the banking crisis into a twin banking-currency crisis. Banks are supported and later nationalized. The banking crisis continues until mid-1995. The costs for the rescue operation weakens the fiscal balance and increases the domestic public debt. Two years after the banking crisis starts, the participation of private banks has dropped from 90% to 58%, with foreign-owned banks and nationalized banks increasing their market participation (Garcia-Herrero, 1997). In December 1995 and April 1996 the fixed exchange rate of the bolivar is devalued by 70% and 60% respectively (in real terms the percentages are 60% and 50% respectively), accompanied by sharp increases in the interest rates, but no changes in the (still low) reserves. 
· (2002-2003) The economy is affected by political instability in the first four years of Chavez’s presidency that started in 1998. Through a military coup in April 2002 the president increases his power. This culminates in a devastating oil strike from December 2002 to February 2003, which sends the economy into a severe recession, during which Venezuela loses 24 percent of GDP. From the second quarter of 2003 the political situation begins to stabilize (Weisbrot and Sandoval, 2007).  The exchange rate shows great volatility in 2002, but with a clear depreciating trend, with large depreciations in February 2002, May-June 2002 and January 2003. The bolivar depreciates in 12 months by 140%, going from 0.76 to 1.85 bolivar per USD. The interest rate increases sharply. In February 2003 the bolivar is pegged to the US dollar at 1.60 bolivar per USD (the Guardian, 2003). Since 2003 the country has devalued the main official exchange rate four times up to 2015 and alternates between single and multiple exchange rate systems. In 2015 there are four exchange rates, including the (illegal) black market rate. The two lowest rates are used for imports of government-authorized priority goods such as food, medicine and car parts (Crooks, 2015). 
· (2009) Reserves drop sharply in January 2009. However, this drop (from 33 to 19 billion US dollars) is not caused by an attempt to defend the currency, but part of the government’s periodic transfers reserves into an opaque “development fund” (Economist, 2010b). We do not consider this a currency crisis. 
· (2010) As of January 8 2010 the multiple exchange rates of the bolivar vs the US dollar are devalued by 17% (for imports of medicine and food) and 100% (all other imports) (Economist, 2010a). 
· (2011) As of January 1 2011, the bolivar is devalued. Dollars available for essential imports such as medicines and some foods (accounting for roughly a third of all forex transactions) are exchanged at 4.30 bolivars per dollar from 2.60 (MercoPress, 2011). 
· (2013) President Chavez orders his government to weaken the exchange rate by 32 percent to 6.3 bolivars per dollar starting February 13 2013. The devaluation is meant to help narrow the budget deficit (the fiscal deficit has tripled in election year 2012) by increasing the amount of bolivars the government receives from oil exports (Devereux and Pons, 2013). 
· (2016)  Maduro announces that the primary exchange rate used for essential imports, such as food and medicine, will weaken to 10 bolivars per dollar from 6.3 in March 2016 (Rosati and Pitts, 2016). 
· We conclude that Venezuela has experienced currency crisis in 1994M5-6, 1995M12–1996M4, 2002M2–2003M1, 2010M1, 2011M1, 2013M2 and 2016M2. The narrative confirms the quantitative determination of crises, except for the events in 2009M1. 






2. Central and Eastern Europe (CEE) and Commonwealth of Independent States (CIS)

Bulgaria 
· (1996-1997) A severe twin banking and currency crisis occurs in 1996-1997. Fourteen banks, equivalent to almost a third of the banking sector, go under in a little over a year (Economist, 2014; Roussenova, 2002). In January 1997 Bulgaria experiences a currency crisis (Bruggemann and Linne, 1999). The currency crisis is a consequence of expansionary monetary policy, which leads to irreversible depletion of international reserves and causes the eventual collapse of the exchange rate (Kovatchevska, 2004). The underlying causes are a deteriorating macroeconomic environment (characterized by declining GDP and accelerating inflation) combined with external balance vulnerabilities (high balance of payment deficit, high external debt service obligations and short-term capital outflows). The country has to sign an agreement with the IMF to avoid a default on its debt. On 1 July 1997 Bulgaria moves from a free or managed-float system of the lev toward a currency board arrangement (first based on the German Deutsche mark, then on the euro) (Crespo-Cuaresma, Fidrmuc and Silgoner, 2005). 
· We conclude that Bulgaria experienced a currency crisis in 1996-1997, and none in the years thereafter. Due to data availability our series for Bulgaria start in 1998.  

Croatia
· (1999) Since January 1994 Croatia has officially a managed float exchange rate regime, but Reinhart & Rogoff (2004) consider it a de facto fixed peg, with a de facto band of the kuna around the Deutsche mark and the euro with a band width of +/- 2% (Crespo-Cuaresma, Fidrmuc and Silgoner, 2005). Per January 1st 1999 the kuna is pegged to the euro instead of to the German Deutsche mark. The Croatian kuna comes under strong speculative pressure in the first months of 1999 at the end of a domestic banking crisis that starts in March 1998.  The exchange rate depreciates and the central bank intervenes through selling reserves (Tatomir, 2009). However, Ahec-Šonje (1999) do not consider these events as a currency crisis, but rather a “mild currency disturbance culminating at the beginning of 1999”. 
· (2001) There is no evidence from the narrative that Croatia suffered a currency crisis.
· (2009) Croatia’s currency depreciates vis-à-vis the euro, but by approximately 5% from August 2008 to March 2009. Since the exchange rate volatility is so low due to the de facto fixed peg, the EMPI indicators have picked up the depreciation as a crisis. However, there is no evidence from the narrative that Croatia suffered a currency crisis in this year.
· We conclude that Croatia has not experienced any currency crisis in the period 1991 to 2016. The narrative confirms none of the three crises identified by the quantitative criteria. 


Czech Republic 
· (1997) The Czech currency crisis in May 1997 is the first typical currency crisis in the group of more advanced transition economies (Horvath, 1999). Problems start in 1996 in the financial sector (Bruggemann and Linne, 1999). Banks and investment funds that have been involved with privatization fall due to incompetence or fraud. Investors –both domestic and foreign- become wary of the Czech economy. The situation further deteriorates with a large trade deficit, tight monetary policy and austerity to curb the fiscal deficit. After using large amounts of reserves the national currency is allowed to float freely on May 26 1997, and drops immediately (Stroehlein et al., 1999). 
· (1999) Since the exchange rate floats freely, the koruna has appreciated slowly over time, with some small, temporary depreciations, such as in 1999. We did not find evidence that this is to be considered a currency crisis. 
· We conclude that Czech Republic has experienced one currency crisis, in 1997M5. The narrative confirms one out of two crises identified by the quantitative criteria. 

Hungary
· (1990-1995) From 1990 until March 1995, the value of the forint is pegged to a currency basket, but adjusted through 23 –small– devaluations between January 1990 and March 1995, to support export competitiveness (Szikszai et al., 2012). In this respect the multiple devaluations are expected and small, and should not be considered currency crises. The country suffers a banking crisis when the banking system collapses in 1993 after a transitional recession in 1991-1993 (Banai et al., 2009; Szikszai et al., 2012). In March 1995 the government adopts a stabilization package, which gives new momentum to the process of institutional reform, reinstates fiscal discipline, introduces drastic measures of wage restraint and an import surcharge, devalues the forint by 10% and introduces a pre-announced crawling peg regime for the exchange rate (Golinelli and Rovelli, 2002). These events are not considered a currency crisis as the stabilization package is in the same order as the multiple devaluations that take place in the previous five years. 
· We conclude that Hungary has not experienced any currency crisis in the period 1990 to 2016. The narrative confirms none of the two crises identified by the quantitative criteria. 

Kazakhstan
· (1999) The sharp devaluation of the Russian ruble in August 1998 and the consequent uncertainties for domestic and international investors become a major concern for Kazakhstan. Just before the outbreak of the Russian crisis the economy of Kazakhstan shows major improvements, in terms of higher economic growth, low inflation and a smaller current account deficit. When the ruble devalues, Kazakhstan is affected through the trade channel (lower exports to Russia and to common trade partners) and the finance channel (lower capital flows due to increased uncertainty). To reduce the impact of the Russian crisis, Kazakhstan follows an expansionary fiscal policy (worsening the external debt position) and intensifies trade and exchange controls. Interest rates are initially not increased, to avoid a reversal in the finally recovered economic growth. Kazakhstan uses large amounts of reserves and by the end of 1998 increases interest rates to support the de facto exchange rate peg. It becomes clear by the beginning of 1999 that this is not sustainable and in April 1999 the exchange rate is floated, and loses more than 30% of its value in a month (Pastor and Damjanovic, 2001). 
· (2007-2009) Since 2000, as the prices of oil and gas skyrocket, Kazakhstan’s banks borrow heavily on international markets to finance a massive construction, investment and real estate boom (Bohr, 2009). When international investors’ risk aversion increases in the 2007-2009 Global Financial Crisis, Kazakhstan suffers a banking crisis. Thanks to the initial favorable conditions in the public sector (low public debt and a savings fund from windfalls in oil revenues during the boom years 2000-2007) the troubled bank sector can be rescued with a large-scale policy package. Fiscal and monetary policies are supportive and the Kazakh tenge is devalued by 25 percent in February 2009, easing pressures on reserves and restoring competitiveness with Russia, its large neighbor and key trading partner (IMF, 2010). 
· (2015) In August 2015 the tenge plunges by more than 30% after the authorities stop to intervene (Euler Hermes Economic Research, 2016). The reasons for the policy change are the falling oil prices and the earlier devaluations by its main trade partners, Russia and China (Kramer, 2015). 
· We conclude that Kazakhstan has experienced three currency crises, in 1999M4-5, 2009M2-3 and 2015M8-2016M1. The narrative confirms all three crises identified by the quantitative criteria. 

Poland
· (1989-1999) The “Balcerowicz Plan” in Poland is an ambitious reform plan that stabilizes the economy after a period of default, foreign exchange rationing and hyperinflation, and is considered to have laid the fundaments for the market-economy. The “shock therapy” is later followed in a.o. Czechoslovakia, the Baltic countries and Bulgaria (Roaf, Atoyan, Joshi and Krogulski, 2014). The exchange rate regime is focused on stabilization and bringing down hyperinflation. The exchange rate is fixed to the USD until May 1991, when it is devalued by 17% against the USD and fixed to a basket of currencies until October 1991 (Kokoszczyñski, 2001).  By 1992 Poland has renegotiated its external debt under the Paris Club framework (Roaf, Atoyan, Joshi and Krogulski, 2014). From October 1991 to mid-1995 the country adopts a crawling peg policy with daily devaluation against the basket. Since the rate of inflation is higher than the rate of parity devaluation the real exchange rate is still appreciating. This leads to two devaluations, in February 1992 (12% against the basket) and August 1993 (8%) (Pruski and Szpunar, 2005). In May 1995 Poland switches to a crawling band policy to let the Polish zloty appreciate from its undervalued level. Since 2000 the currency is free floating (Kokoszczyñski, 2001). The country becomes an OECD member in 1996, and EU member in 2004 (the currency has been floating freely even that Poland is part of the EU). There is no evidence in the narrative that the episodes of relatively small devaluations and switches in exchange rate regimes should be considered currency crises. 
· (2008) In the run-up to the crisis in 2008 Poland is one of few CEE countries to run fiscal deficits and to increase the external debt (the other countries are Czech Republic and Hungary) (Roaf, Atoyan, Joshi and Krogulski, 2014). The free floating zloty loses almost half its value (from 3.20 zloty per euro in July 2008 to 4.65 in February 2009). This depreciation is believed to be part of the reason why Poland has not experienced a recession in 2008–2009[footnoteRef:1], because it helps to sustain Polish exports (Adam et al., 2012). The currency crisis does not spread around: the country does not experience a banking crisis due to the sector’s sound financial condition, nor does it fall into deep fiscal problems (Adam et al., 2012).  [1:  In fact, Poland is the only country in Europe that maintained positive growth figures (Adam et al., 2012). It is important to note that some do not consider this as a currency crisis, because there was no negative impact on the real economy. We do not share this view, because there may be a negative impact for other agents in the economy, such as corporations with foreign-denominated debt or derivatives traders. ] 

· We conclude that Poland has experienced one currency crisis, in 2008M10-2009M2. The narrative confirms one out of two crises identified by the quantitative criteria (1991 is excluded as it follows directly on a period of hyperinflation). 

Romania
· (1992) Romania starts its transition in 1990. In the first years the country suffers hyperinflation and the currency depreciates accordingly. After 1993 a macro-stabilization program is applied, with positive consequences for economic growth and inflation rate (Constantin et al., 2011). The sharp depreciations up to and including 1992 are associated with the hyperinflation period that last until 1992.  
· (1997) Romania suffers high inflation in early 1997 caused by price liberalization, a rapidly depreciating exchange rate and a deep recession, following years of delayed reforms (Roaf et al., 2014). Additionally, the populist policies in 1996 result in the widening fiscal deficit which has to be financed through money creation (Arefieva et al., 1999). The exchange rate drops by more than 75% between December 1996 and February 1997. 
· (1999) Early 1999 problems related to the signing of the stand-by arrangement with the IMF (IMF, 1999), the start of the war in Yugoslavia and an overvalued currency contribute to the deterioration of inflation expectations and currency depreciation (Racaru et al., 2006). The authorities manage to temporarily reduce inflation by managing the exchange rate, but the strategy leads to considerable real exchange rate appreciation and a ballooning current account deficit – subsequently leading to a renewed currency crisis in late 1999 (Roaf et al., 2014). 
· We conclude that Romania has experienced two currency crises, in 1997M1-2 and 1999M1-12. The narrative confirms two out of three crises identified by the quantitative criteria (1992 is excluded because of hyperinflation). 

Russia
· (1997-1998) In 1997, Russia’s economic growth is positive for the first time since 1991. Inflation has decreased sharply, the World Bank and the IMF support the Russian economy by giving financial aid, and oil prices increase. However, in the fourth quarter of 1997, market sentiment deteriorates drastically as a result of the Asian crisis. In November 1997 the ruble comes under attack and reserves have to be used to maintain the exchange rate. World commodity prices start to drop as a result of the turmoil. The current account deficit increases and interest rates skyrocket (with negative impact on the already delicate fiscal position) to defend the exchange rate and reduce capital flight. In August 1998 the outbreak of a severe banking, currency and sovereign debt crisis cannot be prevented. By the beginning of September 1998 the ruble is floated freely and loses two thirds of its value in three weeks (Van der Wiel, 2013; Chiodo and Owyang, 2002). The Russia crisis is a major shock to emerging markets, with spreads widening sharply in Latin America and Asia as well as Central and Eastern Europe, contributing to Brazil’s currency crisis, and the collapse of the prominent US hedge fund, Long Term Capital Management (Roaf et al., 2014). 
· (2008-2009) In the boom-years (2000-2007) Russia can reduce its debt-to-GDP ratio and accumulate reserves through fiscal surpluses, made possible by high economic growth and high oil revenues. With the shock caused by the unexpected bankruptcy of Lehmann Brothers in September 2008 Russia makes substantial use of its very high reserves to avoid sharp depreciations that can damage corporate, household, and bank balance sheets (Roaf et al., 2014). The Russian government adopts a policy of "controlled devaluation". Reserves drop by more than 60% (from 583 to 371 billion USD) between July 2008 and January 2009. The Russian ruble loses 25% of its value between July and December 2008. In January 2009 the ruble depreciates by more than 20% in one month, partly as a consequence of the political-economic conflicts between Russia and Ukraine related to gas deliveries to Europe (Gow, 2009). From February 2009 on reserves stabilize and the exchange rate even appreciates to its December 2008 level, but the country enters a deep recession. 
· (2014) The exchange rate depreciates by more than 100%, from 33.60 in June 2014 to 68.90 in January 2015, and with the biggest change in the period November 2014 to January 2015. In the same period reserves drop by 24% and interest rates are doubled from 8.2% to 17%. The main causes of the currency crisis in Russia in 2014-2015 are the economic slowdown, the decreasing oil prices, and the Western economic sanctions as a consequence of the Krim annexation and Russia’s meddling in Ukraine (Rodionov et al., 2015). An additional cause for the speculative attacks is the fear for a financial meltdown because the corporate sector is heavily indebted with foreign currency denominated external debt (Economist, 2014; Matthews, 2014). 
· We conclude that Russia has experienced three currency crises, in 1998M8-11, 2009M1-2 and 2014M11-2015M1. The narrative confirms all three crises identified by the quantitative criteria. 

Ukraine
· (1998) The shock from the Russia crisis in August 1998 spreads around the region, including Ukraine. It is felt strongest through the effect of the collapse of Russian imports, which halve in the months following the devaluation. Ukraine is forced to follow Russia with a large exchange rate devaluation: in September 1998 the currency decreases 50% in value. (Roaf et al., 2014). 
· (2008) One of the most severely hit countries in CEE and CIS is Ukraine. The currency loses more than 50% of its value in the last quarter of 2008. Ukraine receives an emergency loan from the IMF in October 2008 for US$16.5 billion to avoid a banking and sovereign debt crisis (Gordon, 2009). 
· (2014-2015) In the early months of 2014 Ukraine suffers strong political instability due to the conflict with Russia, and related internal political turmoil. The country has relatively high external debt (both public and private), which makes it more vulnerable for adverse currency movements. The economy is struggling to recover from a recession and has been shaken by capital flight, as worried investors move their money abroad (Walker, 2014). The Ukrainian hryvnia is devalued by more than 35% in January and February 2014, despite the depletion of 30% of the reserves in the same period. The IMF approves a $17.1 billion bailout for Ukraine to avoid a default, and other donors (including the World Bank, EU, Canada and Japan) add funds worth $15 billion (BBC, 2014). In the beginning of 2015 the situation deteriorates further. The conflict in East-Ukraine continues and reserves used to defend the currency drop to 5 billion USD, down from 10 billion USD in September 2014. In February 2015 the central bank announces that it can no longer support the currency with regular interventions and will allow greater fluctuations. The hryvnia falls by 70% against the USD in February 2015 (RT, 2015). Ukraine suffers from a widening current-account deficit and the IMF expects the economy to contract by 9 per cent in 2015 due to gas payments, debt servicing and the war in the east (Moore, 2015; Economist, 2015). 
· We conclude that Ukraine has experienced three currency crises, in 1998M9-1999M3, 2008M10-12, 2014M2-2015M2. The narrative confirms all three crises identified by the quantitative criteria. 


















3. Asia

Asia crisis (1997-1998)
On July 2, 1997, Thailand devalues its currency relative to the US dollar. This development, which follow months of speculative pressures that have substantially depleted Thailand’s official foreign exchange reserves, mark the beginning of a deep financial crisis across much of East Asia. In subsequent months, Thailand’s currency, equity, and property markets weaken further as its difficulties evolve into a twin balance-of-payments and banking crisis. Malaysia, the Philippines, and Indonesia also allow their currencies to weaken substantially in the face of market pressures, with Indonesia gradually falling into a multifaceted financial and political crisis. Severe balance-of-payments pressures in South Korea bring the country to the brink of default. 
Across East Asia, capital inflows slow or reverse direction, and growth slows sharply. Banks come under significant pressures, investment rates plunge, and some Asian countries enter deep recessions, producing important spillovers to trading partners across the globe. 
Years of rapid domestic credit growth and inadequate supervision have resulted in a significant build-up of financial leverage and doubtful loans. Overheating domestic economies and real estate markets add to the risks and lead to increased reliance on foreign savings, reflected in mounting current account deficits and a build-up in external debt. Heavy foreign borrowing, often at short maturities, also expose corporations and banks to significant exchange rate and funding risks—risks that have been masked by longstanding currency pegs. When the pegs prove unsustainable, firms see sharp increases in the local currency value of their external debts, leading many into distress and even insolvency (Carson and Clark, 1998). Corsetti, Pesenti and Roubini (1998) argue that fundamental imbalances trigger the currency and banking crisis in 1997. Once the crisis starts, market overreaction and herding cause exchange rate, asset prices and economic activity to drop more than warranted by the initial weak economic conditions.  

India
· (1991) In 1991 the Indian rupee starts to depreciate. The authorities at the Reserve Bank of India slow the decline in value by expending international reserves. With reserves nearly depleted, however, the exchange rate is devalued sharply on July 1 and July 3 against major foreign currencies. Additionally, interest rates are increased sharply. The crisis has been attributed to continued current account deficits leading up to the crisis, triggered in 1990-1991 through Iraq’s invasion of Kuwait (higher oil prices and lower remittances) and slow economic growth in India’s export markets (Ghosh, 2006). Additionally, external debt has risen and foreign exchange reserves have declined steadily since the beginning of the 1980s (Cerra and Saxena, 2000). By June 1991 reserves cover only two weeks of imports, and India is close to defaulting on its sovereign debt for the first time in its history (Ghosh, 2006). 
· (1993) In March 1993 India adopts a managed floating exchange rate regime (Dua and Ranjan, 2010; Prakash, 2012). The currency drops almost 20% in value versus the US dollar. There is no evidence in the narrative that this is a currency crisis, only a change in the exchange rate regime. 
· (2008) In the aftermath of Lehman Brothers the rupee depreciates by 25% vis-à-vis the US dollar between April and December 2008. The central bank of India intervenes heavily in the foreign-exchange market to stop the rupee from falling too sharply, using more than 20% of its reserves (Economist, 2008). The pressure on the rupee diminishes by early November 2008, and later the currency appreciates against the US dollar (Bajpai, 2011). 
· We conclude that India has experienced two currency crises, in 1991M4-7, and in 2008M9-11. The narrative confirms two out of three crises identified by the quantitative criteria (1993M3 is excluded). 

Indonesia
· (1997-1998) Indonesia is one of the hardest hit countries in the Asia crisis. The country asks for IMF assistance, which is granted in October 1997. A large number of banks is closed or bailed out (Nasution, 2000). The Indonesian rupiah loses most of its value, going from 2,450 rupiah per US dollar in June 1997 to 10,375 in January 1998, and to 14,900 in June 1998. 
· (2000-2001) In the aftermath of the Asia crisis Indonesia establishes new policies, to reconstruct and recapitalize the banking sector. The movements of exchange rate are largely driven by changes in political and economic policy perceptions, even in terms of the announcement of new economic policies or new agreements with the IMF. The political situation becomes more stable with Abdurrahman Wahid winning the presidential election in 2000. Exchange rate fluctuations become relatively small and stability of macroeconomic conditions increase significantly (Kasri, 2011). No evidence of a new currency crisis in these years. 
· (2008-2009) As most emerging economies’ currencies, the Indonesian rupiah comes under deep depreciation pressures. The exchange rate is influenced by developments in the GFC, turbulent commodity prices and slowing global economy which leads to deteriorating investor perceptions and market expectations. Risk perceptions soar, prompting investors to move their funds away from emerging markets. The current account also sustain pressure from plunging commodity prices and low economic growth in trading partner nations. These developments combine to put pressure on the rupiah (Bank of Indonesia, 2009). The international reserves deplete by around 7 billion US dollar (equivalent to 13% of reserves) in September-October owing to market interventions to prevent rupiah depreciation. The central bank abandons market interventions in October 2008 and allows the currency to be relatively free-floating. The rupiah loses almost 30% of its value in October and November 2008 (Titiheruw et al., 2009).  
· We conclude that Indonesia has experienced two currency crises, in 1997M8-1998M6 and in 2008M10-11. The narrative confirms both crises identified by the quantitative criteria. 

Korea
· (1997-1998) Korea develops strongly in the 1980s and 1990s, and in 1995 the country becomes member of the World Trade Organization, in 1996 of the Organization for Economic Cooperation and Development and the Bank for International Settlements. Korea is reclassified by the IMF as an “advanced economy”. With the bankruptcy of Hanbo Steel Industry in January 1997 and the investigations that follow, the banking sector turns out far less solid than officially stated – with non-performing loans at an estimated 20% (instead of the official 1%). At the same time market participants believe that the won and the Korean equities market are overvalued. When the crisis breaks out in Thailand, more pressure comes on the Korean won. Korea’s financial problems worsen in the second half of October, after Taiwan and Hong Kong are affected by Thailand’s crisis. In Korea six of the 30 largest conglomerates (chaebol) declare bankruptcy, causing more pressure on the banking system and on the potential bailout costs to the government. On October 23 Standard & Poor’s downgrades its assessment of Korea’s sovereign debt. Since August 1997 the won is falling against the U.S. dollar, complicating debt service on the large external debt. Although foreign reserves are high, a large portion of the central bank’s reserves consists of deposits in overseas branches of Korean banks, and those banks have committed the money to cover their own external debts. In November and December 1997 the won falls 20% resp. 45% versus the US dollar. In the same period the reserves drop from 30 to 20 billion US dollar. By November 1997 the country has no alternative than to ask for IMF assistance (Boughton, 2012). 
· (2008-2009) Following the collapse of Lehman Brothers in September 2008, the financial and foreign exchange markets in Korea are thrown into turmoil. The Korean won plummets against major currencies because of the outflow of foreigners’ investment funds and the deterioration of foreign currency borrowing conditions for domestic banks. As worries about credit risk mount, credit crunches emerge in the financial markets (Chung, 2012; Lee and Rhee, 2012). The exchange rate drops from 1,200 won per US dollar in September 2008 to 1,470 in November 2008. Reserves drop from 240 to 200 billion US dollar between September and November 2008. 
· We conclude that Korea has experienced two currency crises, in 1997M11-1998M2 and in 2008M10-11. The narrative confirms both crises identified by the quantitative criteria. 

Malaysia
· (1997-1998) As its neighboring countries, Malaysia is hit hard by the Asian crisis. The Malaysian ringgit depreciates by 80% between June 1997 and January 1998. 
· (2015) In 2015 political scandals, economic slowdown, uncertainty on China’s economy and a possible US Fed interest rate increase trigger fears of a crisis in Malaysia. Compared to the situation prior to the 1997-1998 Asia crisis Malaysia faces higher leverage –household, quasi-public and external–, making the country vulnerable for external shocks (Riley, 2015). However, compared to 1997 the currency floats in 2015, there is no current-account deficit (with fixed exchange rates), and the banking system is stronger (Economist, 2015b).  The devaluation of the Chinese yuan in August 2015 affects countries in the region as the competitiveness diminishes. The ringgit depreciates by 26% against the US dollar from its peak in August 2014, reaching its lowest level since the 1997-1998 crisis, and reserves drop below the $100bn psychological threshold (Durden, 2015). Malaysia's currency crash has many causes: on one hand factors that affect many emerging economies, such as the worsening global outlook and the plunging commodity prices, and on the other hand country-specific factors, such as the political scandal centered around Prime Minister Najib Razak, the country’s relative high indebtedness (household, quasi-public and external debt were higher than in 1997), the high dependence on commodities (including oil), and the lack of structural reforms that other countries in the region implemented after the 1997-1998 crisis (Pesek, 2015; Economist, 2015a). 
· We conclude that Malaysia has experienced two currency crises, in 1997M7-1998M1 and in 2015M8. The narrative confirms both crises identified by the quantitative criteria. 

Pakistan 
· (1990-1996) The period 1988–1996 is characterized by repeated attempts to stabilize the economy amid weak efforts at structural reforms that push the economy into a series of vicious cycles: fiscal shortages, low public and private investments, low productivity and profitability, low employment in the private sector, and –to compensate– overstaffing in the public sector. The exchange rate arrangements of Pakistan in the 1990s consist of a managed float. The Central Bank seeks to manage the rupee-dollar exchange rate to balance between containing inflationary pressures and maintaining a competitive tradable sector. This policy results in long phases during which the Central Bank implements minor “technical” adjustments vis-a-vis the dollar, interspersed with more substantial step devaluations that allow the real effective exchange rate to recover eroded competitiveness (Zubair Khan, 1999). The devaluations are in the range of 5% to 10%, and are not considered currency crises. 
· (1999-2000) The devaluations in May 1999 and September-October 2000 are similar to the devaluations in 1993, 1995 and 1996: a devaluation of approximately 10% in one month to restore competitiveness after countries in the region have suffered large depreciations in the Asia crisis. 
· We conclude that Pakistan has not experienced currency crises in the period 1990 to 2016. Only the EMPI-measures identify crises, which can be attributed to the low volatility of the indicators; the (small) devaluations are policy and the narrative does not provide evidence that these should be considered crises. 

Philippines 
· (1990) The peso depreciates sharply by the end of 1990. This balance of payment crisis is a consequence of the rise in oil prices following the Iraq invasion of Kuwait (Yap, 1996). Although some authors consider balance of payment crises as a different type of financial crisis (for instance Ishihara, 2005), it is more common to consider these as -first generation- currency crises. 
· (1997) The initial manifestations of the crisis are similar to those in Indonesia, Korea and Thailand, including a loss in investor confidence resulting in large capital outflows, a decline in reserves, stock market collapses and large currency depreciations (IMF, 2000). When the Asia crisis starts in Thailand in early July, Philippines increases its interest rate and uses reserves to defend the Philippine peso. It is not sufficient and step-wise the peso is devalued in the following months, from 26.40 peso per US dollar in June 1997 to 42.40 in January 1998. 
· (2000) A political crisis during president Joseph Estrada’s term leads to uncertainty and a 10% drop in the value of the peso in October 2000, and cumulative drop of 25% in the year (Genato Rebullida, 2006). The country responds to the pressure on the currency by allowing the exchange rate to move, by intervening in foreign exchange markets, as well as by using domestic monetary policies to defend the value of the exchange rate (Hernandez and Montiel, 2001). 
· We conclude that Philippines has experienced three currency crises, in 1990M11-1991M1, 1997M7-12 and 2000M10. The narrative confirms all three crises identified by the quantitative criteria. 

Sri Lanka
· (2012) By 2011 the Sri Lanka rupee is considered overvalued. As a consequence the current account deficit increases. To defend the exchange rate of the rupee the Central Bank heavily intervenes, releasing some $2.5 billion dollars, or 25% of its reserves in a very short period of time. Later the government allows for a gradual depreciation of the rupee. A small devaluation in November 2011 is not enough to reverse the sharply increasing trade and current account deficits. The International Monetary Fund at the time believes that “the rupee is not less than 20% overvalued”. The Central Bank decides to float the rupee in February 2012. The exchange rate depreciates from 113 to 133 rupees in the following two months (Transparency International Sri Lanka, 2012; IMF, 2012). 
· We conclude that Sri Lanka has experienced one currency crisis, in 2012M2-3. The narrative confirms this crisis identified by the quantitative criteria. 

Thailand
· (1997-1998) See separate section on Asia crisis. Thailand’s currency crisis in the summer of 1997 is the trigger for the Asian crisis, which spreads around the region (and beyond) in the second half of 1997.  
· (2000) In 2000 the Thai financial system is still very fragile, and a new central bank law is under discussion that would increase the independence of the bank. In 2000 the exchange rate stabilizes (Jansen, 2001). The country has moved to greater exchange rate flexibility compared to the pre-Asian crisis exchange rate regime; the post-crisis period is considered a relatively tranquil period (Hernandez and Montiel, 2011). There is no evidence in the narrative that this should be considered a currency crisis. 
· We conclude that Thailand has experienced one currency crisis, in 1997M7-1998M1. The narrative confirms this crisis identified by the quantitative criteria. 

Vietnam
· (1997-1998) The collapse of financial markets and exchange rates across Southeast and East Asia in 1997 and 1998 affects Vietnam much less than those of most other Asian countries. Part of the explanation is that the banking sector reforms are incomplete and financial markets are not developed fully: the Vietnamese dong is non-convertible and therefore not traded internationally. In order to maintain export competitiveness the Vietnamese dong is devalued twice since the outbreak of the Asia financial crisis, in February 1998 (5%) and in August 1998 (7%) (Jeffreys, 2006; Tranh, 2000). 
· (2009) Prior to 2009 Vietnam experiences a twin deficit: a large current account deficit and a large fiscal deficit. The rigid exchange rate policy plays an important part in the chronic trade deficit of Vietnam. The government of Vietnam prefers a strong national currency and maintains a fixed exchange rate regime, pegged to the US dollar, with irregular adjustments. The rationale for a strong currency even though it is not supportive for the export-led growth strategy is that the country imports machinery and most of its intermediate inputs for exporting. More importantly, a strong currency is an advantage for its foreign currency denominated public debt. In the last quarter of 2008 and the first quarter of 2009 a sudden stop in capital flows and a steep decline in exports put pressure on Vietnam to devaluate the dong (Nguyen et al., 2011). The central bank intervenes in the exchange rate market to stabilize the currency (Thanh et al., 2000), but the pressure remains. By late November 2009, the central bank devalues the local currency by approximately 5% against the US dollar (Nguyen et al., 2011). 
· We conclude that Vietnam has not experienced a currency crisis in the period 1990-2016. The narrative does not confirm any of two crises identified by the quantitative criteria; the periods 1998M2-8 and 2009M11 are characterized by high pressure on the exchange rate, but are not to be considered currency crises. 

















4. Rest of the world

[bookmark: OLE_LINK3][bookmark: OLE_LINK1]Egypt
· [bookmark: OLE_LINK6](1990-1991) Egypt faces a severe foreign exchange shortage before the Gulf war breaks out. Its debt arrears are piling up and it becomes more difficult to obtain new loans. The Gulf crisis war makes this situation even worse, as it affects remittances sent home by Egyptian workers in the Gulf, Suez Canal tolls and revenues from tourism, as well as merchandise exports to Iraq and Kuwait. Support from the US and IMF and a Paris Club deal bring relief (Pripstein, 1991). In this period the exchange rate is devalued twice, from 1.10 to 2.00 Egyptian pounds (EGP) per US dollar in July 1990 and then to 3.17 in March 1991. These devaluations coincide with reforms towards a more efficient functioning of the economy (El-Shazly, 2011). 
· (1999-2001) In the second part of the 1990s the economy experiences balance-of-payments and banking problems. The central bank uses administrative measures in 1999 that aim at rationalizing the demand for foreign currency. At the same time, the central bank releases slowly part of its international reserves and keeps a high interest rate. In January 2001, the authorities devalue the currency and effectively allow a crawling peg regime. In August 2001 the authorities allow a wider band for exchange rate movements (within 3% compared to an earlier 1.5% of the market-based rate of the central bank) and further devalue the Egyptian pound. In the year 2001 the currency drops from 3.69 to 4.49 EGP per US dollar, approximately 20%. Although both events (1999 and 2001) are classified by El-Shazly (2011) as currency crises we disagree: the pressure on the exchange rate is not strong enough, nor is there a large (or fast) enough depreciation to call these events currency crises in our definition. The definition of El-Shazly (2011) of a currency crisis is “lighter” than common with the purpose to capture all episodes with increased pressure on the exchange rate – not necessarily equal to currency crises. The events seem to be based more on regime and policy changes. 
· [bookmark: OLE_LINK4](2003) In January 2003, the authorities adopt a floating exchange-rate regime and thus effectively cancel the central bank rate that has been used since 2001 as a reference market rate (El-Shazly, 2011). This decision is preceded by several steps in 2001 and 2002 to decrease the value of the Egyptian pound against the dollar, and leads to an increase in the exchange rate, from EGP 3.85 to EGP 4.51 to the US dollar. The decision to float the pound leads to a depreciation of the pound, from EGP 4.51 to EGP6.14 by July 2003 (InfoMineo, 2016). 
· (2016) Egypt announces on November 3 2016 that it will free float the Egyptian pound. The currency is devaluated 48%, from 8.88 to 13.00 per US dollar. The new rate is intended to serve as jumpstart the market, from where the central bank will float the pound. At the same time the central bank increases its main policy rate by 300 basis points (FocusEconomics, 2016). A free-floating currency is key to securing a $12 billion IMF emergency loan that is agreed in August (Alkhalisi, 2016; Feteha et al., 2016). By the end of November the exchange rate has depreciated further, ending at 17.77 per US dollar, equivalent to a 100% depreciation since the beginning of the month. 
· [bookmark: OLE_LINK2]We conclude that Egypt has experienced three currency crises, in 1990M7-1991M3, 2003M1-M4, and 2016M11. The narrative confirms all three crises identified by the quantitative criteria. 

South Africa
· (1996) South Africa is confronted with large capital inflows after the successful elections in 1994. The Reserve Bank is following a dual strategy: an interest rate policy based on monetary targets and a nominal exchange rate stabilization policy. The unsterilized interventions to avoid appreciation in 1994 result in monetary expansion. This leads to inflationary pressure in 1995. Additionally, the liberalization policy (also with regard to exchange controls) along with the end of international sanctions result in concerns about the increase of the current account deficit, rising inflation and increasing public debt at the end of 1995. The depreciation episode starts in mid-February 1996, accumulating to 20 percent by April 1996. The Reserve Bank intervenes heavily in the spot and forward markets to counteract the depreciation (Knedlik, 2006). Also Bhundia and Ricci (2005) and Aron and Muellbauer (2000) identify these months as a currency crisis episode. 
· (1998) During 1997 South Africa sees an increases in capital inflows due to a large interest rate differential to the US and a slow appreciation process. A currency crisis starts in April 1998 when funds are moving out of emerging markets in reaction to currency crises in Russia and Asia. Heavy interventions and interest rate increases cannot prevent a depreciation of 34 percent by July 1998 (Knedlik, 2006). Also Bhundia and Ricci (2005) and Aron and Muellbauer (2000) identify these months as a currency crisis episode. 
· (2001) Between September and December 2001 the South African rand depreciates by 26 percent. The Reserve Bank does not intervene in favor of the rand. Potential explanations of the depreciation are the acceleration in money growth in 2001, the delay of the privatization of the telecom service provider, the continued policy of drawing down the net open forward position of the Reserve Bank (intervention against the domestic currency), Reserve Banks announcements to tighten the enforcement of exchange controls in October, contagion from political and social trouble in Zimbabwe, and a crisis in Argentina (Knedlik, 2006). Also Bhundia and Ricci (2005) identify these months as a currency crisis episode. 
· (2008-2009) A sudden stop in June-July 2008 of international capital flows produces a collapse of the exchange rate. Prior to the crisis South Africa runs current account deficits, which are financed by inflows of private capital (African Development Bank, 2009). South Africa enters the crisis with a greater degree of vulnerability than other BRICKS (Brazil, Russia, India, China, Korea and South Africa), having a large current account deficit, high interest rates, and high inflation (Lin et al., 2013). The collapse of commodity prices hits the mining and commodity industries particularly hard (Viegi, 2008). 
· We conclude that South Africa has experienced four currency crises, in 1996M4, 1998M6-8, 2001M12 and 2008M10-2009M1. The narrative confirms all four crises identified by the quantitative criteria. 

Turkey
· (1991) The first Gulf War (August 1990 – February 1991) affects Turkey’s economy. The nominal exchange rate depreciates some 30% in the first four months of 1991, but in real terms the depreciation is barely 10%. Reserves drop in the same period and the interest rate increases. For other countries these movements would point towards a crisis, but since Turkey has a very volatile past, the event is identified as a crisis by only two definitions. We have not been able to find any evidence that this episode is to be considered a currency crisis –other than the external databases based on large nominal exchange rate depreciations. 
· (1990-1994) After the large structural reforms in the 1980s Turkey is an example of a ‘‘success story’’ for other developing countries. In the early 1990s inflation has reduced sharply, export earnings have increased, economic growth is high, and the financial system is liberalized. However, a deep financial crisis in the beginning of 1994 overshadows this success. A sharp downgrading in Turkey’s credit rating in the beginning of 1994 plays a triggering role in the occurrence of a severe currency crisis, which soon spreads to the banking sector (Ari, 2012). Concern on the viability of the economy and the debt situation leads to a sudden capital outflow (Rodrik, 2012), causing a sharp depreciation (the Turkish lira loses half its value from January to April 1994) – despite the use of high interest rates and reserves to defend the currency (Celasun, 1998). The crisis is controlled with the announcement of a stabilization program supported by a standby agreement with the IMF on April 5, 1994 (Ari, 2012). 
· (1996) The nominal depreciation is large, but in real terms the exchange rate is almost constant. Reserves and interest rates are not affected. Like the depreciation in 1991 this would be an inflation-driven depreciation of the nominal exchange rate, which does not necessarily indicate a speculative attack (Bussiere and Fratzscher, 2006). A good example why a too-mechanical approach (focus on large nominal depreciation) is not always a good idea. 
· (2001) In February 2001 Turkey faces the second large currency crisis since the 1994 crisis. The country has structural problems with the high and persistent inflation, a troubled banking sector (poorly supervised, currency mismatch), a structural high fiscal deficit and consequent high public debt, and a current account deficit financed by foreign capital. With the Asia, Russia and Brazil crises in the late 1990s the sentiment of the international capital markets turns negative. In November 2000 a banking crisis breaks out, later followed by political instability and speculative attacks on the lira. The authorities defend the currency by using reserves and increasing the interest rates, but are forced to let the currency float on February 22 2001 (Ari, 2012). 
· (2008-2009). In the run-up to the GFC Turkey faces very high unemployment rates, a highly indebted private sector, and difficulties to attract direct investments from abroad (Ari and Cergibozan, 2016). Its economic growth strategy (focus on export earnings and short-term capital inflows to finance the increasing current account deficit) make the country vulnerable for to external shocks. The Global Financial Crisis spreads after September 2008 via financial markets and trade. The direct impact is net capital outflows, currency depreciation, a fall in stock prices, rising risk premia and tightening liquidity in the banking sector (Rawdanowicz, 2010).
· We conclude that Turkey has experienced three currency crises, in 1994M1-4, 2001M2-4, 2008M10. The narrative confirms all three crises identified by the quantitative criteria. 
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