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Abstract

Fighting global financial crises is a primary charge of the International Monetary Fund
(IMF). Yet it has often beedariticized to have hindered rather than helped the recovery of
manycountries ina crisisby demanding policy changes that may roappropriate for them

in that particular moment. Such actions would tend to damage investor confidence. Using
monthly data oinvestment in 94 developing countrigg 168 institutional investors during
19962005, this paper rassesses this important ques. We findthat international

investors tend to revise upward an economyOs outlook after an IMF program is announced
and increase their investment in the courftterns of concurrent asset price movement
suggest that it is unlikely due to a bailoabtal hazard effecBased on this evidence, we
concludethatthe IMF has typically restored rathbanreduced investor confidence.
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[. Introduction

While the20072008 financial crisis may have started in developed coungoemomic

crises inemerging marketarea more frequertccurencefor much ofthelast three decades
andis coming back agaihe International Monetary Fund (IMi§the main international

body in charge of putting out the fire of financial crises around the wdakkthe IMF
rescueprograms been successfuk@sohing the crisesrestoring investor confidence and
economic growth in the crisis countrfe¥iews on this issue differ drasticalljhere is no
shortage of prominersicholarsvho havecriticized the IMF foradding fuel to the fire by
prescribinginappopriate policies fothesecountries especially during the Asian financial

crisis of 19971999 For exampleKrugman (1998 andb) argued thathe IMFtends to
mechanically demand countries to raise interest rate and reduce government spending and
fiscal deficit as a condition foits rescue package. This is said to cause a contraction of the
output beyond what was triggered by the initial crisis, thus making things worse that
otherwise Stiglitz (2003)articulated this viewhatIMF policy advice for coatries in crises

tends topush countries further into recessions and cause Oa vicious diicleéhgreen
(1999)suggestedhatsome ofthe conditionsn theMF rescue programs mayndermine

political support for necessary reforms and thus destahilasior confidenceConsistent

with these views, Feldstein (1999) advised the emerging markets to Otake their fate into their
own handsO rather than counting on the help from theNlgiFsurprisingly the IMF

disagreed with this assessment alaiimedtha therescugprogramswverehelpful in general,

and led to quick economic rebound in some cases (IMF 2003).

The IMF programs armeantto rebuild investorsO confidence in thentries in crise$§lMF,
2004).Therefore, a direct way to test if the IMF fumgl catalyzd external financing from
private investors is to identify capital flows right around the time when the IMFgmmgr
were announcedhe main challenge to implement this test is to find accurate capital flow
data on a relatively high frequen&ince short term capital flows are nadoisly difficult to
measureprevious studies have mainly focused on asset prices rather than capital flows

This paper infershe effects of IMF program announcementsexamining international
mutual fund reations to IMF program announcemenige utilize a unique database on the
mutual funds investment positions in emerging markets. Thbatsdracks the asset
allocatiors by 168 international mutual funds acrd@4 markets from January 1996 to
February 2005With this information, we acameasure accurately thetions by the mutual
fund managerbefore and after the monttise announcementgere releasedro our
knowledge, this is the first paper that estimates the effects of IMF programs by looking
directly at the private capital floswon individual fund level and monthly frequency.

We supplement thevidencefrom mutual fund investments with highequency(daily) price
data from financial marketsshich helpgo address the endogeneity isdmeother wods,

! Section Il provides references.



the correlation between the IMF program announcements and increase in mutual funds
investmentgper secould be driven by some other factors. To test if investors did modified
their views significantly when the IMF programs were announced, we exareistotk

market indexes and EMBI bond spreads before and after the announcements were released.

Different from the previous literature endistinguishwo types of IMF program
announcements: those on the conclusion of program negotiation, andnitbgsapproval

by the IMF BoardWhen a country is in crisis, the IMF would send a team to the country to
conduct surveillance of the economic conditions of the economy, make assessment of the
financing needs, and negotiate a tentative program with the fadiaharities. Once the
negotiation is concluded, the national authorities and sometimadMF teamwould make a
public announcement. As there are many cases that program negotiations failed to conclude,
there are generally high uncertainty on the finatoone of the negotiationéfter

concluding the program negotiatiohetIMF team would return to theeadquartesin
Washington DC and present the case tdetkecutiveBoard of the IMF. Théoard would

make a final decision on weather to approve the ttmlever the Boardchas neverejected

a program that the IMF team hagreedvith the authoritiesn the field. Therefore, the
announcerants of the approvdly the IMF Board argenerally well anticipatedPrevious
literature hagenerallynot made a disction betweerthese two types of announcements,
biasng the statistical inference towdidding no announcement effects.

The distinction between the two types of announcemeamtigal Regressiomesults indicate
that international mutual funds irased their shares of investmeantghe crisis countries by

0.1 percentage poimthenthe announcements on conclusion of IMF program negotiations
were made public. The estimates are statistically significant. The size of the increase is
modestbut notnegligible, given that these funds ardernationally diversified, and that the
country weights are spreagross a large set of emerging marketeomparison, WwenlMF
ExecutiveBoardspprovalof a progranwasannouncegthere is nestatistically sigriicant
evidence of mincreasen mutual fund® investments the country in crisis. This perhaps is
not surprising as the IMF Executive Board almost always approves such a program once it
reaches the Board discussion.

We foundstrong evidencef alargepositive response in the financial markets to
announcements faonclusions of IMF program negotiatiorieseannouncements led to 1
percenaige poinincreasan stock market index an@l9 percenage pointdecline ofsovereign
bond spread$On the contrey, announcement of IMBoard approvalare not associated
with significantresponsefrom thestock market indices aribnd spreads. These results
indicate that investors did view the IMF programs as helpful for the countries, atttethat
announcements ®MF Board approsls have beefully anticipated.

The paper is arranged as follovgction Il reviews the previous literature on the effect of
IMF programsSectionlll provides details on the mutual fund dataset and the country cases
covered in this stdy. Section IVdiscusses the effect of annoumests ormutual fund
investments andsset pricesand how the effect depends on country characteri§easion

V concludes.



Il. Previous Literature

The lteraturetypically appliesa growth regressiondmework to studyhe dfect of IMFG@
structural adjustmergrograms on growthThe most common finding is that the IMF
programs have zero effect on the growth ralég growth regression framework is not well
suited to study the effect of IMF programatthre designed to assist countries experiencing a
balanceof-payments or currency crisign alternative, and possibiporeinformative
approach is toaisefinancial market informatiarThe use of such an approach is relatively
rare,and focussmostly onresponsesf asset prices'he conclusions are diverse and
sometimes contradictory to each other. For example, by examining the reactions of bank
stocks in emerging economiédho and Stulz (1999) concluded that the IMF programs had a
positive but smallféect on international bank values, while the effect on crisis countriesO
banks was insignificant. In a related study, Dong, Kho and Stulz (20@@) that
announcement of IMF support progratesd to give rise tabnormal returns of U.S. banks
duringemeging marketsrises Zhang (2001yeported evidence that international banks in
Korea appear to see a positive reaction in their stock prig@mtuuncement of IMF
programsThese results are consistent with the interpretation that IMF programs have
parially bailed out international creditors whether or not they restore the crisis countries
back to economic healthlowever,more recentlyBrealey and Kaplanis (200fjunda
substantial decline in a variety of asset prices in the weeks leading up tmédlueeement of
the IMF programs, but there was no evidence that the announcement of the IMF support
caused any part of these wealth losses to be revdisisdvould suggest that the IMF
programs have not directly helped the countries in crisis, or athlaas not been perceived
by investors to have done so. There is limited good news if one restricts attention just to
financial sectors. For Indonesia and Kofearensel and Kutan (200fjund thatthe news of
IMF program negotiations anmogramapprovalby IMF Executive Boardihcreaseshe
stockreturnsin the financial sectorf-or Thailand, onlythe program approvalareassociated
with higherstockreturns in the financial sectoL.ooking at the reaction of composite stock
market returns and volatyji in a diverse group of six emerging markétayo and Kutan
(2003) found that, on average, negative (positive) IMF news reduces (increases) daily stock
returns by about one percentage pokatitan andViuradoglu(2005)foundthe effect of

Fund program amuncementsary systematially in different sectors of the economies
during the Asian crisis.

The research on the effect of IMF programs on private capital flows is limited and found no
evidence of catalytic effecKillick, Malik , and Manue(1992) four the net capital flows
declined after IMF announcement®ody and Saravia (200@ld not find a strong and
uniformly positive effect ofMF financingon developingountries@ternational bond

2 See Klan (1990), Conway (1994), Barro and Lee (2001), and papers surveyed by Mody and
Saravia (2006)



issuancen terms oftheinterest ratespreadover US Treasiugs charged at the time of
issuance. They find that effect of IMF programs depends on the initial conditions of the
countries, the size of the IMF financing, and the credibility of the countries reform [jtans.
this paper, we adopt a different approaghdoking atinternational mutual fund
investmentsnstead okovereigrbond financinganddistinguishing the surprise contents of
announcementsom the more routine announcements of IMF board approvals. A
combination of the monthly frequency for the omltfund position data and the daily
frequency of price data help tsidentify the exact announcement effetth minimum
interference fronother economic and political factors.

1l Data

As we focus on IMF programs for countries experiencing financibhlanceof-payments

crises, we exclude those programs in the category of Poverty Reduction and Growth Facility
(PRGF) that is designed to help lomcome countries even without a concurrent financial
crisis. Many borrowers using this facility continuuenew their loans and are labeled as
Oprolonged users of Fund resources.O Feintmme countries have a stock market, or

issue sovereign bondghese features make them unsuitable to be included in our sample.

Our sample consists 8fL IMF (nonPRGF)programsn 34 countries from 1996 to 2005.

The programs and announcement dates are tabulated on Table 1. For each program, we list
dates for announcemerda conclusion of program negotiation and IMF Board apprdved

dates are identified by searchingcivg an electronic database naws frommostnews

agencies (including Reuters, Dow Jortespnomist Financial TimesWall Street Journal,

New York Timesand local news papers). We manage to find datasmdurcementon
conclusion of program negatian for all 81 cases, andates ofannouncemes on IMF

Board approvalor 73 cases. There are 9 programiereannouncementsn board approval

are missing.

The mutual fund position data are from the Emerging PortfalicdResearch. The database
tradks the exactllocation byl68international mutual fundscros€95 marketson a monthly
basisfrom January 1996 tBebruary2005. The total asset of these fumds2,179billion
dollars in Februarg005.

The monthly frequency could be a problem becaagéiple evens mighthappensometime
within one monthWe supplement thmvestment flowdata withdaily data on stock market
indexes and EMBI bond spreads. The response of asset prices to IMF announcements are
arguably free from identification problenandis utilized to crossheck the results from

mutual fund data.



IV Regressiols and Findings

Mutual fund investmentssponding to IMF programs

We estimate the effect of IMF program announcements on mutual fund investments in this
section. There aravb types of announcements: those on the conclusion of program
negotiations, and those on the final approval of the programs by the IMF board. We estimate
the effects of these two types of announcements sepatzely,., be the sh@ of assets

that mutual fund i allocate to country j at the end of monthé benchmark regression
adopts the following specification:

AS, ., =axIMF _ Announcements;, +¢, ., (1)

whereAS, ;, is the monthly change &, ;,, IMF _ Announcements ;, is a dummy variable
that takes the value of onesifi IMF progranfor country jwasannouncedn month t.*

!

We first estimate equatiofl) with announcements on conclusiondMf program
negotiationsAn announcement of thtgpe is usually made when an IMF mission team has
just successfully concluded an initial negotiation with the country authorities and is still
physically in the country in questiowe estimate the equatiasing two differentsamples.
First, we focus onauntries and months where announcements were made. Thesesult
reported in the first column of Table Phe aanouncementsn conclusion of program
negotiationsare associated withn increase dd.1 percenage poinin shares of mutual fund
investment. Tie estimate is highly significaat the 1 percent level

The beforeandafter analysis in Column 1 does not allow us to control for other factors, such
as US business cycles and US interest rate, that may change over time. We now add a control
group andadopt a differencen-differences approachThe advantage of addirgcontrol

groupis that we are able to include country and month fixed effects, thereby controlling for
common shocks to emerging market economies during announcement fbethentrol

group includes countries that had IMF programs in the saplan example, when we
evaluate the mutual fund responses to IMF programo@ncements in Argentina on January
16, 2001, we compare the mutual fundsO changes in investment shares for Argigintina w
those forBrazil, Mexico, and Korea, among otheResults are reporteéd the 2 column of
Table2. The point estimatis 0.12for announcement®r conclusions of program
negotiationssomewhat largethan without the control groupnd is statistally significant

at the 1 percent level

% We choose not to use percentage changes in investment shares as the dependent variable
because there are many cases where funds increased their investnesrfraimzero during
the months of IMF announcements.



We now turn to the™ type of announcemenBEthose associated with the final approval by

the IMF Board on these programs. Weoastimate equation 1 with tweifferent samples.

Column 1 of Table 3 reports thesults from a regression without a control group.

Surprisingly the point estimate+8.019and statistically significant. This indicates that

during the months when the IMF board approved the programs, the mutual funds on average
reduced their investmeshares in these countries by 0.019 percentage pBurtthe

reduction in mutual funds investment associated with IMF Bappiovals is1ot robust.

When we include¢he control groupn the regression, thmint estimates become

insignificant from zero

Stock and bond prices responding to IMF programs

We now turn tadaily asset prices taddress the endogeneity issSiée estimatehe effect of
announcements on asset prices using the following equations:

AStock;, = ax IMF _ Announcements ;, + ¢, (2)
AEMBI _Spread, = ax IMF _ Announcem@s,, +¢,, (3)

where AStock _ Index and AEMBI _ Spread are percergechangs of stock index and

EMBI bond spreadgespectivelyfrom the end of day1 to the end of day t. Again, we
estimate the two types of announcements separately.

For the announcements on conclusion of IMF programestesults are reported in Table 4.
Column 1 shows the results without control grolipeseannouncements led to 1.1 percent
jumps in stock market indices. The estimate is highly significadting the control group

to the sample does not change the result. The point estimapeisent and significanthe
results from these regressions indicate that the announcements on the conclusion of IMF
programannouncements did have large and positivectgfen the stock markets.

On the contrary, we findo evidence that stock markets responded to the announcements on
the approval by the IMF Board. We estimate equation 2 for theseiacements using two
samples. Table 5 reports the results. Without ¢éimtrol group, the estimate for these
announcements en increase b@.1 percent in stock market indices, insignificant in both
statistical and economic sens@genthe control groups included, the point estimate 0s2
percent and remasnnsignificant These findings indicate that the market has fully
anticipated the decisions by the IMF Board to approve these programs.

We also examine the response of the bond market to the IMF announcements. Table 6 reports
the responses of bond spreads to the am®uents related to the conclusion of program
negotiation. The estimates are consistent with those from the regressions using stock market
indexes. Without control group, the EMBI bond spreads narrowed by about 1 percent during
the days when the programgudiations were concluded, and the point estimate is

statistically significanait 10 percent leveWith the control group, the point estimate

declined to abow0.4 percent andbecame insignificant.



The announcements of IMF board approval are not etedawith significant moves in the

EMBI bond spreads. Table 7 shows the reduti® the regressions for these announcements.
The point estimates are positigad insignificant for bothegressions. In general, the bond
market and the stock market respeddimilarly to IMF announcemeriighe conclusions of
program negotiations surprised the market and led the investors to revise their views on the
program countries more favorably, while the Board approvals were fully anticipated and did
not cause the irastors to alter their views.

The results from higffrequency asset prices indicate that the IMF programs are vigwed
investorsas a positive event for the program countridss suggests thalhe announcements
of negotiation conclusion have contributednore investments by international mutual
funds in the program countries, while the announcements of IMF Board approvals did not
havemuch information content and therefore did not affieetfinancial markeprices and

the mutual funds.

The findingsusing highfrequency data depend critically on the correct timing of the
announcements. Although we identified for most cases the exact timtimg of
announcements, and thereby confirmed the time when these announcements affected the
market, there are sena cases (particularly in the early part of the sample) where the exact
releaseéhours were not availabjenaking it difficult to judge whether the announcements
were made before or after the stock markets were clygedriedtwo alternative
specificatias, by eliminating these uncertain events, and by widening the window for the
changes of stock indexes and bond spreads. The results remain consistent with the
benchmark models. The estimatesrarsereported to save space

Country Characteristics Govanance

Internationalmutual funds might respond to IMF announceradifterently, depending on

the country characteristics. Wlew look at one particuladimensionof country
characteristicsnamelythe quality of publicgovernancén these countries. Gemance has

been discussed extensively among academia and policy makers as an important factor behind
economic development. It has been argued that the 1997 crisis in East Asia was caused partly
by Ocrony capitalismOne may expedhat international in\&orsaremore enthusiastic

about IMF programs in countries with good governance re@ndhe other hand, it is

possible that investors could view the IMF programs tedpeciallyeffective in countries

with weak governance, because the programs haditimms attached that could enhance

the governance in these countries and thereby promote §raMetiest these twoompeting
hypothess in this section.

* Tang and Wei (2007) tested the value of policy commitments for developing countries
through WTO accessions, and found that the value is especially high in countries with
relatively weak quality of golic governance.



We use the governance indicator compiledi®s/World Bank Instituteaufmann, Kraay

and Mastruziz 2006), and focus on the announcements on the conclusion of IMF program
negotiationsThe regression results are shown in TablEh@ reslts support the hypothesis

that mutual funds tend to view IMF programs more favorably in countries where governance
is stronger. Column 1 of TablesBiowsthat the interaction between the governance measure
and IMF program announcements is insignific&ulumn 2 looks at interaction between a
dummy for strong governance countries and the IMF program announcemesits. Thi
interactionterm isestimated to bkighly significant

Country Characteristid® Reserves and IMF Loan Size

Mody and Saravi§2006 found that the effect of IMF programs on countries external

financing costs (measured bgnd issuance arttbnd spreadslepend on the size of these
countriesO reserves and external debts, as well as the size of the IMF loans. We test if these
factors affect the mutual fund investments in these countries during the months when IMF
program negotiations were concluded.

We estimate the following regression

AS,;, =axIMF _ Announcements ;, + B, x Reserves IMP ratio ;| x IMF _ Announcements ;,

4
+ B, x IMF _Loan _Size_External Debt Ratio, , x IMF _ Announcements €, )

Jt 7oLt

The following country specific fundamentalse includedreserves to imports ratio, asite

of IMF loan relative to external defWe usethe value of reserves and debt frone quarter
beforethe announcements were released, to avoid endogenalitiem Theresults are

reported in table 9. Both terms of economic fundamentals are significant with expected signs.
Mutual funds increase investments in countries with more reserves, less exbtnahd

larger size of IMF financing.

Mutual Fund Performancefter IMF Program Announcements

If a mutual fund invested more in a crises country following the IMF program
announcement, did the mutual fund perform better than those that reducedpbsires to
the country? We implement a test to answer this question. Mutual fund performance is
difficult to measureconsistently. We use the size of the mutual funds as a proxy for their
performance, assuming that investors would favor funds with IpetttBormance. The test is
carried out as follows. For each IMF program announcement for country k in month t, we
identify the changes of investment by each mutual fund i in countryhle month when the
IMF-supported program was announc@te define itas

Index,
Xi,k,t - Ti,t X Si,k,t - Ti,z—l X Si,k,t—l X
Index,
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whereT;, is the size of the fund i at the end of month,t,, is the share of total investment

that fund i allocated to country k at the end of month tidex , is the level of stock market
index

We test if funds that increased their investments in the program countries systematically
became larger 1 year after the announcements were made. Specifically we run the following
regression:

AS'Z%,mz =axX—"+E

where! Size,, .., is the percentage change of size for fund i from month t to month t+12.

Since there are some outliers in both the dependent and the independent variables, we filter
out top 1 percent and bottom 1 percent observations for! fith. and X, .

i,t,t+12

The results are reported in Table 10. The estimaté fa positive but not statistically
significant which indicates thabn average, mutual funds that increased their investments

in crisis countries following the IMF program announcements did not outperform those that
reduced their investmentas there is substantial heterogeneity amthregfunds, we also run

a weighted regression to check if the fund performances differ in a stisterag. Column 2
Table 10 reports the results. We use the fund size as the weight. The point estimate for
becomes positive and highly significant. This indicates that large funds that invested more
following IMF programs performebetter than their peers. The reason why there is a
significant difference between large and small firms is unclear. One possibility is that large
firms have better managers who can make a better judgment on the potential for successful
IMF programs.

V Conclusions

This paper studies the effect of IMF program announcements on mutual fundsO investment in
the program countries. The unique database on fund level allows us to measure exactly how
each fundcchanges itinvestmentin a specific country in a givenonth(relative to other
funds/countries)We found strong evidence thaternational institutionahcreased their
investments during the months when the IMF program announcements were rdlbssed.
means that IMF programs tend to be regarded as hédpfiaé countriesn crisis andhence

tend toincrease investofxorfidence in these economiékhe effect varies by countriesO
characteristicdn particular, the increase investmentsend to be biggein program

countries with strong governanahigher level of reserve, aralarge size ofthelMF loan.
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Country
1 Argentina
2 Argentina
3 Argentina
4 Argentina
5 Argentina
6 Bulgaria
7 Bulgaria
8 Bulgaria
9 Bulgaria
10 Bulgaria
11 Bolivia
12 Brazil
13 Brazil
14 Brazil
15 Colombia
16 Colombia
17 Ecuador
18 Ecuador
19 Egypt
20 Estonia
21 Estonia
22 Estonia
23 Croatia
24 Croatia
25 Croatia
26 Croatia
27 Hungary
28 Indonesia
29 Indonesia
30 Indonesia
31 Jordan
32 Jordan
33 Jordan
34 Kazakhstan
35 Kazakhstan
36 Korea
37 SriLanka
38 SriLanka
39 Lithuania
40 Lithuania
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Table 1: IMF Announcement Dates

Conclusion of Program

Negotiaition
4-Sep-03
16-Jan-03
14-Feb-00
14-Nov-97
12-Feb-96
5-Jul-04
13-Dec-01
1-Aug-98
17-Mar-97
27-May-96
22-Feb-03
7-Aug-02
3-Aug-01
13-Nov-98
9-Oct-02
11-Nov-99
31-Jan-03
28-Mar-00
5-Aug-96
14-Feb-00
7-Nov-97
18-Jun-96
13-Jun-04
11-Dec-02
1-Feb-01
29-Jan-97
2-Feb-96
21-Jan-00
25-Jun-98
8-Oct-97
24-Jun-02
18-Feb-99
N/A
17-Nov-99
20-May-96
21-Nov-97
31-Jan-03
12-Feb-01
19-Jun-01
22-Feb-00

IMF Board
Approval
20-Sep-03
24-Jan-03
10-Mar-00
4-Feb-98
12-Apr-96
6-Aug-04
27-Feb-02
25-Sep-98
11-Apr-97
19-Jul-96
2-Apr-03
6-Sep-02
14-Sep-01
2-Dec-98
15-Jan-03
20-Dec-99
21-Mar-03
19-Apr-00
11-Oct-96
1-Mar-00
17-Dec-97
29-Jul-96
4-Aug-04
3-Feb-03
19-Mar-01
12-Mar-97
15-Mar-96
4-Feb-00
25-Aug-98
5-Nov-97
3-Jul-02
15-Apr-99
9-Feb-96
13-Dec-99
17-Jul-96
4-Dec-97
18-Apr-03
20-Apr-01
30-Aug-01
8-Mar-00

Country
41 Latvia
42 Latvia
43 Latvia
44 Latvia
45 Mexico
46 Nigeria
47 Pakistan
48 Pakistan
49 Panama
50 Panama
51 Peru
52 Peru
53 Peru
54 Peru
55 Peru
56 Philippines
57 Papua New Guinea
58 Romania
59 Romania
60 Romania
61 Romania
62 Russia
63 Russia
64 Thailand
65 Tajikistan
66 Turkey
67 Turkey
68 Ukraine
69 Ukraine
70 Ukraine
71 Ukraine
72 Uruguay
73 Uruguay
74 Uruguay
75 Uruguay
76 Uruguay
77 Venezuela
78 Yemen
79 Yemen
80 Zimbabwe
81 Zimbabwe

Conclusion of Program
Negotiaition
21-Mar-01
15-Sep-99
17-Jul-97
21-Mar-96
15-Jun-99
7-Jul-99
24-Sep-00
24-Jul-97
19-Apr-00
N/A
31-May-04
16-Nov-01
8-Feb-01
16-Apr-99
29-Apr-96
25-Feb-98
21-Mar-00
28-Jun-04
7-Sep-01
7-Jul-99
19-Feb-97
1-May-99
22-Feb-96
2-Jul-97
N/A
26-Dec-01
23-Nov-99
7-Jan-04
31-Jul-98
29-Jul-97
18-Apr-96
5-Mar-02
N/A
N/A
N/A
N/A
22-Apr-96
N/A
N/A
18-Jul-99
13-May-98

IMF Board
Approval
20-Apr-01
10-Dec-99
10-Oct-97
24-May-96
7-Jul-99
4-Aug-00
29-Nov-00
20-Oct-97
30-Jun-00
10-Dec-97
9-Jun-04
1-Feb-02
12-Mar-01
24-Jun-99
1-Jul-96
1-Apr-98
29-Mar-00
7-Jul-04
31-Oct-01
5-Aug-99
22-Apr-97
28-Jul-99
26-Mar-96
20-Aug-97
8-May-96
4-Feb-02
22-Dec-99
29-Mar-04
4-Sep-98
25-Aug-97
10-May-96
1-Apr-02
31-May-00
29-Mar-99
20-Jun-97
1-Mar-96
12-Jul-96
29-Oct-97
20-Mar-96
2-Aug-99
1-Jun-98
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Table 2: Institutional InvestorsOlnvestment and IMF Announcements
on Conclusion of Program Negotiations
Dependent variable: changes in mutual fumd&stmentshare in emerging markets.

Only Countries with

All Countries That Had Programs

Announcements
IMF Announcements 0.099
(0.030)
Country fixed effect No
Month fixed effect No
Observations 1312
R-squared 0.01

Standard errors in parentheses

0.123
(0.066)
Yes
Yes
36102
0.02

Table 3: Instituti onal Investors® Investmerdand IMF Announcements

on Board Approvals

Dependent variable: changes in mutual fumd&stmentshare in emerging markets.

Only Countries with

All Countries That Had Programs

Announcements
IMF Announcements -0.019
(0.007)
Country fixed effect No
Month fixed effect No
Observations 1350
R-squared 0.00

Standard errors in parentheses

-0.125
(0.224)
Yes
Yes
37467
0.04
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Table 4: Stock Market Indexes and IMF Announcements

on Conclusion of Program Negotiation
Dependent variable: Log difference in stock market indexes

Only Countries with All Countries That Had
Announcements Programs

IMF Announcements 0.011 0.01
(0.004) (0.005)

Constant 0.006
(0.003)

Observations 38 1217
R-squared 0.11 0.18

Standard errors in parentheses

Table 5: Stock Market Indexes and IMF Announcements

on Board Approvals
Dependent variable: Log difference in stock market indexes

Only Countries with All Countries That Had
Announcements Programs
IMF Announcements 0.001 0.002
-0.004 -0.002
Constant 0.007
-0.004
Observations 38 1217
R-squared 0.00 0.17

Standard errors in parentheses
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Table 6: EMBI Bond Spreads and IMF Announcements
on Conclusion of Program Negotiation
Dependent ariable: Log difference in EMBI bond spreads

Only Countries with All Countries That Had
Announcements Programs

IMF Announcements -0.009 -0.004
(0.005) (0.006)
Constant -0.006
(0.019)
Observations 41 1364
R-squared 0.09 0.15

Standard epors in parentheses

Table 7: EMBI Bond Spreads and IMF Announcements
on Board Approvals
Dependent variable: Log difference in EMBI bond spreads

Only Countries with All Countries That Had
Announcements Programs

IMF Announcements 0.007 0.004
(0.004) (0.004)
Constant -0.008
(0.010)
Observations 40 1364
R-squared 0.08 0.15

Standard errors in parentheses
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Table 8: Governance, IMF Programs, and Mutual Investments
Dependent variable: changes in mutual fumd&stmenthare in emerging
markets.

IMF Announcements 0.068 0.006
(0.035) (0.045)
Governance * IMF Announcements -0.03
(0.088)
Positive Governance Dummy * IMF Announcements 0.142
(0.067)
Observations 1162 1162
R-squared 0.00 0.01

Standard errors in pentheses

Table 9: EconomicFundamentals IMF Program Announcements,
and Mutual Fund Investments
Dependent variable: changes in mutual fumd&stmenthare in emerging
markets.

IMF Announcements -0.041
(0.013)
Reserves Imports Ratio 0.007
(0.003)
IMF Loan External Debt Ratio 1.228
(0.169)
Observations 5202
R-squared 0.01

Standard errors in parentheses

Table 10 IMF Program Announcements and Mutual Fund Performance

Dependent Variable: Changes in fund sizes

Unweighted Weighted

Regession Regression

Changes of investment in program countrie 2.42 5.978
(2.7) (1.61)

Constant 0.15 0.04
(0.02) (0.01)

R-square 0.00 0.01
Observations 1256 1256

Standard errors in parentheses



