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Abstract  
 

Fighting global financial crises is a primary charge of the International Monetary Fund 
(IMF). Yet it has often been criticized to have hindered rather than helped the recovery of 
many countries in a crisis by demanding policy changes that may not be appropriate for them 
in that particular moment. Such actions would tend to damage investor confidence. Using 
monthly data on investment in 94 developing countries by 168 institutional investors during 
1996-2005, this paper re-assesses this important question. We find that international 
investors tend to revise upward an economyÕs outlook after an IMF program is announced, 
and increase their investment in the country. Patterns of concurrent asset price movement 
suggest that it is unlikely due to a bailout/moral hazard effect. Based on this evidence, we 
conclude that the IMF has typically restored rather than reduced investor confidence. 
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I. Introduction  
 
While the 2007-2008 financial crisis may have started in developed countries, economic 
crises in emerging markets are a more frequent occurrence for much of the last three decades 
and is coming back again. The International Monetary Fund (IMF) is the main international 
body in charge of putting out the fire of financial crises around the world. Have the IMF 
rescue programs been successful in resolving the crises, restoring investor confidence and 
economic growth in the crisis countries? Views on this issue differ drastically. There is no 
shortage of prominent scholars who have criticized the IMF for adding fuel to the fire by 
prescribing inappropriate policies for these countries, especially during the Asian financial 
crisis of 1997-1999. For example, Krugman (1998 a and b) argued that the IMF tends to 
mechanically demand countries to raise interest rate and reduce government spending and 
fiscal deficit as a condition for its 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 view that IMF policy advice for countries in crises 
tends to push countries further into recessions and cause Òa vicious circleÓ.  Eichengreen 
(1999) suggested that some of the conditions in the IMF rescue programs may undermine 
political support for necessary reforms and thus destabilize investor confidence. Consistent 
with these views, Feldstein (1999) advised the emerging markets to Òtake their fate into their 
own handsÓ rather than counting on the help from the IMF. Not surprisingly, the IMF 
disagreed with this assessment and claimed that the rescue programs were helpful in general, 
and led to quick economic rebound in some cases (IMF 2003).  
 
The IMF programs are meant to rebuild investorsÕ confidence in the countries in crises (IMF, 
2004). Therefore, a direct way to test if the IMF funding catalyzed external financing from 
private investors is to identify capital flows right around the time when the IMF programs 
were announced. The main challenge to implement this test is to find accurate capital flow 
data on a relatively high frequency. Since short term capital flows are notoriously difficult to 
measure, previous studies have mainly focused on asset prices rather than capital flows1.  
 
This paper infers the effects of IMF program announcements by examining international 
mutual funds reactions to IMF program announcements. We utilize a unique database on the 
mutual funds investment positions in emerging markets. The database tracks the asset 
allocations by 168 international mutual funds across 94 markets from January 1996 to 
February 2005. With this information, we can measure accurately the actions by the mutual 
fund managers before and after the months the announcements were released. To our 
knowledge, this is the first paper that estimates the effects of IMF programs by looking 
directly at the private capital flows on individual fund level and monthly frequency.  
 
We supplement the evidence from mutual fund investments with high-frequency (daily) price 
data from financial markets, which helps to address the endogeneity issue. In other words, 

                                                
1 Section II provides references. 
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the correlation between the IMF program announcements and increase in mutual funds 
investments per se could be driven by some other factors. To test if investors did modified 
their views significantly when the IMF programs were announced, we examine the stock 
market indexes and EMBI bond spreads before and after the announcements were released. 
 
Different from the previous literature, we distinguish two types of IMF program 
announcements: those on the conclusion of program negotiation, and those on the approval 
by the IMF Board. When 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 national authorities. Once the 
negotiation is concluded, the national authorities and sometimes the IMF team would make a 
public announcement. As there are many cases that program negotiations failed to conclude, 
there are generally high uncertainty on the final outcome of the negotiations. After 
concluding the program negotiation, the IMF team would return to the headquarters in 
Washington DC and present the case to the Executive Board of the IMF. The Board would 
make a final decision on weather to approve the deal. However, the Board has never rejected 
a program that the IMF team had agreed with the authorities in the field. Therefore, the 
announcements of the approval by the IMF Board are generally well anticipated. Previous 
literature has generally not made a distinction between these two types of announcements, 
biasing the statistical inference toward finding no announcement effects.  
 
The distinction between the two types of announcement is crucial. Regression results indicate 
that international mutual funds increased their shares of investments in the crisis countries by 
0.1 percentage point when the announcements on conclusion of IMF program negotiations 
were made public. The estimates are statistically significant. The size of the increase is 
modest but not negligible, given that these funds are internationally diversified, and that the 
country weights are spread across a large set of emerging markets. In comparison, when IMF 
Executive BoardÕs approval of a program was announced, there is no statistically significant 
evidence of an increase in mutual fundsÕ investments in 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 found strong evidence of a large positive response in the financial markets to 
announcements for conclusions of IMF program negotiations. These announcements led to 1 
percentage point increase in stock market index and 0.9 percentage point decline of sovereign 
bond spreads. On the contrary, announcement of IMF Board approvals are not associated 
with significant responses from the stock market indices and bond spreads. These results 
indicate that investors did view the IMF programs as helpful for the countries, and that the 
announcements of IMF Board approvals have been fully anticipated. 
 
The paper is arranged as follows. Section II reviews the previous literature on the effect of 
IMF programs. Section III provides details on the mutual fund dataset and the country cases 
covered in this study. Section IV discusses the effect of announcements on mutual fund 
investments and asset prices, and how the effect depends on country characteristics. Section 
V concludes. 
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I I. Previous Literature 
 
The literature typically applies a growth regression framework to study the effect of IMFÕs 
structural adjustment programs on growth2. The most common finding is that the IMF 
programs have zero effect on the growth rates. The growth regression framework is not well 
suited to study the effect of IMF programs that are designed to assist countries experiencing a 
balance-of-payments or currency crisis.  An alternative, and possibly more informative 
approach is to use financial market information. The use of such an approach is relatively 
rare, and focuses mostly on responses of asset prices. The conclusions are diverse and 
sometimes contradictory to each other. For example, by examining the reactions of bank 
stocks in emerging economies, Kho and Stulz (1999) concluded that the IMF programs had a 
positive but small effect on international bank values, while the effect on crisis countriesÕ 
banks was insignificant. In a related study, Dong, Kho and Stulz (2000) found that 
announcement of IMF support programs tend to give rise to abnormal returns of U.S. banks 
during emerging markets crises. Zhang (2001) reported evidence that international banks in 
Korea appear to see a positive reaction in their stock prices to announcement of IMF 
programs. These results are consistent with the interpretation that IMF programs have 
partially bailed out international creditors whether or not they restore the crisis countries 
back to economic health. However, more recently, Brealey and Kaplanis (2004) found a 
substantial decline in a variety of asset prices in the weeks leading up to the announcement 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 reversed. This would suggest that the IMF 
programs have not directly helped the countries in crisis, or at least have 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 Korea, Evrensel and Kutan (2004) found that the news of 
IMF program negotiations and program approval by IMF Executive Board increases the 
stock returns in the financial sector.  For Thailand, only the program approvals are associated 
with higher stock returns in the financial sector.  Looking at the reaction of composite stock 
market returns and volatility in a diverse group of six emerging markets, Hayo and Kutan 
(2003) found that, on average, negative (positive) IMF news reduces (increases) daily stock 
returns by about one percentage point.  Kutan and Muradoglu (2005) found the effect of 
Fund program announcements vary systematically 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 effect. Killick, Malik , and Manuel (1992) found the net capital flows 
declined after IMF announcements. Mody and Saravia (2006) did not find a strong and 
uniformly positive effect of IMF financing on developing countriesÕ international bond 

                                                
2 See Khan (1990), Conway (1994), Barro and Lee (2001), and papers surveyed by Mody and 
Saravia (2006) 
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issuance in terms of the interest rate spread over US Treasuries 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 plans. [In 
this paper, we adopt a different approach by looking at international mutual fund 
investments instead of sovereign bond financing, and distinguishing the surprise contents of 
announcements from the more routine announcements of IMF board approvals. A 
combination of the monthly frequency for the mutual fund position data and the daily 
frequency of price data help us to identify the exact announcement effect with minimum 
interference from other economic and political factors. 
 
II I  Data 
 
As we focus on IMF programs for countries experiencing financial or balance-of-payments 
crises, we exclude those programs in the category of Poverty Reduction and Growth Facility 
(PRGF) that is designed to help low-income countries even without a concurrent financial 
crisis. Many borrowers using this facility continuously renew their loans and are labeled as 
Òprolonged users of Fund resources.Ó Few low-income countries have a stock market, or 
issue sovereign bonds. These features make them unsuitable to be included in our sample. 

Our sample consists of 81 IMF (non-PRGF) programs in 34 countries from 1996 to 2005. 
The programs and announcement dates are tabulated on Table 1. For each program, we list 
dates for announcements on conclusion of program negotiation and IMF Board approval. The 
dates are identified by searching Factiva, an electronic database on news from most news 
agencies (including Reuters, Dow Jones, Economist, Financial Times, Wall Street Journal, 
New York Times, and local news papers). We manage to find dates of announcements on 
conclusion of program negotiation for all 81 cases, and dates of announcements on IMF 
Board approval for 73 cases. There are 9 programs where announcements on board approval   
are missing.  
 
The mutual fund position data are from the Emerging Portfolio Fund Research. The database 
tracks the exact allocation by 168 international mutual funds across 95 markets on a monthly 
basis from January 1996 to February 2005. The total asset of these funds was 2,179 billion 
dollars in February 2005.  
 
The monthly frequency could be a problem because multiple events might happen sometime 
within one month. We supplement the investment flow data with daily data on stock market 
indexes and EMBI bond spreads. The response of asset prices to IMF announcements are 
arguably free from identification problems, and is utilized to cross-check the results from 
mutual fund data. 
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IV  Regressions and Findings 
 
Mutual fund investments responding to IMF programs 
 
We estimate the effect of IMF program announcements on mutual fund investments in this 
section. There are two 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 separately. Let 

, ,i j tS  be the share of assets 

that mutual fund i allocate to country j at the end of month t. The benchmark regression 
adopts the following specification: 
 

tjitjtji ntsAnnouncemeIMFaS
,,,,,

_ !+"=#       (1) 

 
where 

, ,i j tS!  is the monthly change of 
, ,i j tS , tjntsAnnouncemeIMF

,
_  is a dummy variable 

that takes the value of one if an IMF program for country j was announced in month t. 3 
 
We first estimate equation (1) with announcements on conclusions of IMF program 
negotiations. An announcement of this type 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 question. We estimate the equation using two different samples. 
First, we focus on countries and months where announcements were made. The result is 
reported in the first column of Table 2. The announcements on conclusion of program 
negotiations are associated with an increase of 0.1 percentage point in shares of mutual fund 
investment. The estimate is highly significant at the 1 percent level.  
 
The before-and-after 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 and adopt a difference-in-differences approach. The advantage of adding a control 
group is that we are able to include country and month fixed effects, thereby controlling for 
common shocks to emerging market economies during announcement months. The control 
group includes countries that had IMF programs in the sample. As an example, when we 
evaluate the mutual fund responses to IMF program announcements in Argentina on January 
16, 2001, we compare the mutual fundsÕ changes in investment shares for Argentina with 
those for Brazil, Mexico, and Korea, among others. Results are reported in the 2nd column of 
Table 2. The point estimate is 0.12 for announcements for conclusions of program 
negotiations, somewhat larger than without the control group, and is statistically significant 
at the 1 percent level.  
 
                                                
3 We choose not to use percentage changes in investment shares as the dependent variable 
because there are many cases where funds increased their investment shares from zero during 
the months of IMF announcements.  
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We now turn to the 2nd type of announcements ÐÐ those associated with the final approval by 
the IMF Board on these programs. We also estimate equation 1 with two different samples. 
Column 1 of Table 3 reports the results from a regression without a control group. 
Surprisingly the point estimate is -0.019 and statistically significant. This indicates that 
during the months when the IMF board approved the programs, the mutual funds on average 
reduced their investment shares in these countries by 0.019 percentage points. But the 
reduction in mutual funds investment associated with IMF Board approvals is not robust. 
When we include the control group in the regression, the point estimates become 
insignificant from zero. 
 
Stock and bond prices responding to IMF programs 
 
We now turn to daily asset prices to address the endogeneity issue. We estimate the effect of 
announcements on asset prices using the following equations:  
 

tjtjtj ntsAnnouncemeIMFaStock
,,,

_ !+"=#      (2) 

 

tjtjtj ntsAnnouncemeIMFaSpreadEMBI
,,,

__ !+"=#     (3) 

 
where IndexStock _!  and SpreadEMBI _! are percentage changes of stock index and 
EMBI bond spreads, respectively, from the end of day t-1 to the end of day t.  Again, we 
estimate the two types of announcements separately.  
 
For the announcements on conclusion of IMF programs, the results are reported in Table 4. 
Column 1 shows the results without control group. These announcements led to 1.1 percent 
jumps in stock market indices. The estimate is highly significant.  Adding the control group 
to the sample does not change the result. The point estimate is 1 percent and significant. The 
results from these regressions indicate that the announcements on the conclusion of IMF 
program announcements did have large and positive effects on the stock markets.  
On the contrary, we find no evidence that stock markets responded to the announcements on 
the approval by the IMF Board. We estimate equation 2 for these announcements using two 
samples. Table 5 reports the results. Without the control group, the estimate for these 
announcements is an increase by 0.1 percent in stock market indices, insignificant in both 
statistical and economic senses. When the control group is included, the point estimate is 0.2 
percent and remains insignificant. 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 announcements 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 program negotiations were concluded, and the point estimate is 
statistically significant at 10 percent level. With the control group, the point estimate 
declined to about -0.4 percent, and became insignificant.  
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The announcements of IMF board approval are not associated with significant moves in the 
EMBI bond spreads. Table 7 shows the results from the regressions for these announcements. 
The point estimates are positive and insignificant for both regressions. In general, the bond 
market and the stock market responded similarly to IMF announcements Ð the 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 investors to alter their views. 
 
The results from high-frequency asset prices indicate that the IMF programs are viewed by 
investors as a positive event for the program countries. This suggests that the announcements 
of negotiation conclusion have contributed to more investments by international mutual 
funds in the program countries, while the announcements of IMF Board approvals did not 
have much information content and therefore did not affect the financial market prices and 
the mutual funds.  
 
The findings using high-frequency data depend critically on the correct timing of the 
announcements. Although we identified for most cases the exact timing of the 
announcements, and thereby confirmed the time when these announcements affected the 
market, there are several cases (particularly in the early part of the sample) where the exact 
release hours were not available, making it difficult to judge whether the announcements 
were made before or after the stock markets were closed. We tried two alternative 
specifications, 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 estimates are not reported to save space. 
 
Country Characteristics -- Governance 
 
International mutual funds might respond to IMF announcements differently, depending on 
the country characteristics. We now look at one particular dimension of country 
characteristics, namely the quality of public governance in these countries. Governance 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 Òcrony capitalismÓ. One may expect that international investors are more enthusiastic 
about IMF programs in countries with good governance record. On the other hand, it is 
possible that investors could view the IMF programs to be especially effective in countries 
with weak governance, because the programs have conditions attached that could enhance 
the governance in these countries and thereby promote growth4. We test these two competing 
hypotheses in this section. 

                                                
4 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 public governance.  
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We use the governance indicator compiled by the World Bank Institute (Kaufmann, Kraay, 
and Mastruzzi, 2006), and focus on the announcements on the conclusion of IMF program 
negotiations. The regression results are shown in Table 8. The results support the hypothesis 
that mutual funds tend to view IMF programs more favorably in countries where governance 
is stronger. Column 1 of Table 8 shows that the interaction between the governance measure 
and IMF program announcements is insignificant. Column 2 looks at interaction between a 
dummy for strong governance countries and the IMF program announcements. This 
interaction term is estimated to be highly significant. 
 
Country Characteristics Ð Reserves and IMF Loan Size 
 
Mody and Saravia (2006) found that the effect of IMF programs on countries external 
financing costs (measured by bond issuance and bond spreads) depend on the size of these 
countriesÕ 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 
 

tjitjtj

tjtjtjtji

ntsAnnouncemeIMFSizeLoanIMF

ntsAnnouncemeIMFntsAnnouncemeIMFaS

,,,1,3

,1,1,,,

_Debt_Ratio_External___                 

_MP_ratioReserves_I_

!"

"

##+

##+#=$

%

%
(4) 

 
The following country specific fundamentals are included: reserves to imports ratio, and size 
of IMF loan relative to external debt. We use the value of reserves and debt from one quarter 
before the announcements were released, to avoid endogeneity problem. The results 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 external debt, and 
larger size of IMF financing. 
 
Mutual Fund Performances after 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 reduced their exposures to 
the country? We implement a test to answer this question.  Mutual fund performance is 
difficult to measure consistently. We use the size of the mutual funds as a proxy for their 
performance, assuming that investors would favor funds with better performance. 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 country k in the month when the 
IMF-supported program was announced. We define it as  
 

1,

,

1,,1,,,,,,

!
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where 

ti
T
,
 is the size of the fund i at the end of month t, 

tki
S

,,
is the share of total investment 

that fund i allocated to country k at the end of month of t, tkIndex , 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: 
 

tki
ti

tki
tti T

X
Size

,,

,

,,

12,,
!" +#=$ +  

 
where 

12,, +!
tti

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 both 

12,, +!
tti

Size  and 
tki

X
,,

.  

 
The results are reported in Table 10. The estimate for !  is positive but not statistically 
significant, which indicates that, on average,  mutual funds that increased their investments 
in crisis countries following the IMF program announcements did not outperform those that 
reduced their investments. As there is substantial heterogeneity among the funds, we also run 
a weighted regression to check if the fund performances differ in a systematic way. 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 performed better 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 fundsÕ investment in 
the program countries. The unique database on fund level allows us to measure exactly how 
each fund changes its investment in a specific country in a given month (relative to other 
funds/countries). We found strong evidence that international institutional increased their 
investments during the months when the IMF program announcements were released. This 
means that IMF programs tend to be regarded as helpful to the countries in crisis, and hence 
tend to increase investorsÕ confidence in these economies. The effect varies by countriesÕ 
characteristics. In particular, the increase in investments tend to be bigger in program 
countries with strong governance, a higher level of reserve, and a larger size of the IMF loan. 
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Country

Conclusion of Program 

Negotiaition

IMF Board 

Approval Country

Conclusion of Program 

Negotiaition

IMF Board 

Approval

1 Argentina 4-Sep-03 20-Sep-03 41 Latvia 21-Mar-01 20-Apr-01

2 Argentina 16-Jan-03 24-Jan-03 42 Latvia 15-Sep-99 10-Dec-99

3 Argentina 14-Feb-00 10-Mar-00 43 Latvia 17-Jul-97 10-Oct-97

4 Argentina 14-Nov-97 4-Feb-98 44 Latvia 21-Mar-96 24-May-96

5 Argentina 12-Feb-96 12-Apr-96 45 Mexico 15-Jun-99 7-Jul-99

6 Bulgaria 5-Jul-04 6-Aug-04 46 Nigeria 7-Jul-99 4-Aug-00

7 Bulgaria 13-Dec-01 27-Feb-02 47 Pakistan 24-Sep-00 29-Nov-00

8 Bulgaria 1-Aug-98 25-Sep-98 48 Pakistan 24-Jul-97 20-Oct-97

9 Bulgaria 17-Mar-97 11-Apr-97 49 Panama 19-Apr-00 30-Jun-00

10 Bulgaria 27-May-96 19-Jul-96 50 Panama N/A 10-Dec-97

11 Bolivia 22-Feb-03 2-Apr-03 51 Peru 31-May-04 9-Jun-04

12 Brazil 7-Aug-02 6-Sep-02 52 Peru 16-Nov-01 1-Feb-02

13 Brazil 3-Aug-01 14-Sep-01 53 Peru 8-Feb-01 12-Mar-01

14 Brazil 13-Nov-98 2-Dec-98 54 Peru 16-Apr-99 24-Jun-99

15 Colombia 9-Oct-02 15-Jan-03 55 Peru 29-Apr-96 1-Jul-96

16 Colombia 11-Nov-99 20-Dec-99 56 Philippines 25-Feb-98 1-Apr-98

17 Ecuador 31-Jan-03 21-Mar-03 57 Papua New Guinea 21-Mar-00 29-Mar-00

18 Ecuador 28-Mar-00 19-Apr-00 58 Romania 28-Jun-04 7-Jul-04

19 Egypt 5-Aug-96 11-Oct-96 59 Romania 7-Sep-01 31-Oct-01

20 Estonia 14-Feb-00 1-Mar-00 60 Romania 7-Jul-99 5-Aug-99

21 Estonia 7-Nov-97 17-Dec-97 61 Romania 19-Feb-97 22-Apr-97

22 Estonia 18-Jun-96 29-Jul-96 62 Russia 1-May-99 28-Jul-99

23 Croatia 13-Jun-04 4-Aug-04 63 Russia 22-Feb-96 26-Mar-96

24 Croatia 11-Dec-02 3-Feb-03 64 Thailand 2-Jul-97 20-Aug-97

25 Croatia 1-Feb-01 19-Mar-01 65 Tajikistan N/A 8-May-96

26 Croatia 29-Jan-97 12-Mar-97 66 Turkey 26-Dec-01 4-Feb-02

27 Hungary 2-Feb-96 15-Mar-96 67 Turkey 23-Nov-99 22-Dec-99

28 Indonesia 21-Jan-00 4-Feb-00 68 Ukraine 7-Jan-04 29-Mar-04

29 Indonesia 25-Jun-98 25-Aug-98 69 Ukraine 31-Jul-98 4-Sep-98

30 Indonesia 8-Oct-97 5-Nov-97 70 Ukraine 29-Jul-97 25-Aug-97

31 Jordan 24-Jun-02 3-Jul-02 71 Ukraine 18-Apr-96 10-May-96

32 Jordan 18-Feb-99 15-Apr-99 72 Uruguay 5-Mar-02 1-Apr-02

33 Jordan N/A 9-Feb-96 73 Uruguay N/A 31-May-00

34 Kazakhstan 17-Nov-99 13-Dec-99 74 Uruguay N/A 29-Mar-99

35 Kazakhstan 20-May-96 17-Jul-96 75 Uruguay N/A 20-Jun-97

36 Korea 21-Nov-97 4-Dec-97 76 Uruguay N/A 1-Mar-96

37 Sri Lanka 31-Jan-03 18-Apr-03 77 Venezuela 22-Apr-96 12-Jul-96

38 Sri Lanka 12-Feb-01 20-Apr-01 78 Yemen N/A 29-Oct-97

39 Lithuania 19-Jun-01 30-Aug-01 79 Yemen N/A 20-Mar-96

40 Lithuania 22-Feb-00 8-Mar-00 80 Zimbabwe 18-Jul-99 2-Aug-99

81 Zimbabwe 13-May-98 1-Jun-98

Table 1: IMF Announcement Dates
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Table 2: Institutional InvestorsÕ Investment  and IMF Announcements  
on Conclusion of Program Negotiations 

Dependent variable: changes in mutual funds' investment share in emerging markets. 

 
Only Countries with 
Announcements  All Countries That Had Programs 

IMF Announcements 0.099  0.123 
 (0.030)  (0.066) 

Country fixed effect No  Yes 
Month fixed effect No  Yes 
Observations 1312  36102 
R-squared 0.01  0.02 
Standard errors in parentheses    
    
    
    
    

Table 3: Instituti onal InvestorsÕ Investment and IMF Announcements 
 on Board Approvals 

Dependent variable: changes in mutual funds' investment share in emerging markets. 

 
Only Countries with 
Announcements  All Countries That Had Programs 

IMF Announcements -0.019  -0.125 
 (0.007)  (0.224) 

Country fixed effect No  Yes 
Month fixed effect No  Yes 
Observations 1350  37467 
R-squared 0.00  0.04 
Standard errors in parentheses    
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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 
Announcements  

All Countries That Had 
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 
Announcements  

All Countries That Had 
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 variable: Log difference in EMBI bond spreads  

 
Only Countries with 
Announcements  

All Countries That Had 
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 errors in parentheses   

    

    

Table 7: EMBI Bond Spreads and IMF Announcements  
on Board Approvals 

Dependent variable: Log difference in EMBI bond spreads  

 
Only Countries with 
Announcements  

All Countries That Had 
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 funds' investment share 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 parentheses   

 

Table 9: Economic Fundamentals, IMF Program Announcements,  
and Mutual Fund Investments 

Dependent variable: changes in mutual funds' investment share 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 
Regression 

Weighted 
Regression 

Changes of investment in program countries 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   

 
 


