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Motivation
Interesting and important paper:

Existential question for our literature

Nice data and natural experiment

Strong and eye-opening results
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Discussion overview

3 points:

1. Identi�cation

2. External validity

3. Broader implications
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Identification

Earthquake setting:

De�nitely exogenous and unanticipated ...

... but also a�ecting all agents in local economy

Identi�cation challenges:

1 Separating supply of loans from the demand

Deposit withdrawal shocks

Kundu, Park, and Vats (2022): deposits are highly concentrated and
a�ected by natural disasters

Suggestion:

Earthquake e�ects radiate −→ exploit geographic variation
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Example: Lee, Lee and Paluszynski (2022)

∆ ln total_creditijt = fi + fj + ft + γt · DSIBj + ΨXijt + εijt
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External validity

Episode set amidst recurring crises 1997-2001

Earthquake provides a natural experiment to study

But mechanism should be present in surrounding crises

Suggestion:

I Use other crises to provide conditions for a doom loop, or explain why
earthquake was unique
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Broader takeaway

Results contribute to increasing evidence on the e�ect of sovereign
risk on economic outcomes:

I Hebert & Schreger (2017); Arellano, Bai and Bocola (2020) among
others

Currently: impact of sovereign risk on bank credit provision

Would be useful to know how it translates to economic outcomes

I Role of non-bank credit, internal and external equity �nancing, etc.
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