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Banks in emerging market economies rely on cross-border interbank lending to financing
firms in the real sector. By matching cross-border bank-to-bank loan level data with domestic
bank-to-firm loan level data, and firm-level data, this paper shows that the sudden yield
reversal observed during the 2013 Fed taper tantrum resulted in a substantial contraction of
cross-border credit to banks in emerging markets that significantly reduced the supply of
domestic corporate credit and increased loan rates. Results show that firms with an ex-ante
high concentration of credit granted by exposed banks in the cross-border interbank lending
market exhibited low bank credit and substantial real effects, including a decline in imports
and exports. The results indicate that cross-border intra-group lending and domestic
unsecured interbank funding contribute to smoothing the effects of sudden yield reversals on

Sudden Yield Reversals and Financial Intermediation in Emerging Markets


https://doi.org/10.1016/j.jfs.2022.101050
http://investiga.banrep.gov.co/profile/534
https://www.sciencedirect.com/science/article/pii/S1572308922000729
http://investiga.banrep.gov.co/es/content/uncertainty-and-monetary-policy-case-central-bank-colombia
http://investiga.banrep.gov.co/es/espe/espe111
http://investiga.banrep.gov.co/es/borradores/be-1348
http://investiga.banrep.gov.co/publicaciones/lista

Sudden Yield Reversals and Financial Intermediation in Emerging Markets - Portal

deinastigasinnRas ErRBAMMNERR credit markets contributes to global financial conditions’

Sudden Yield Reversals and Financial Intermediation in Emerging Markets



