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Introduction

Q. What is the impact of a banking crisis?

Cross country studies: systemic banking crises are linked to deep, prolonged recessions
(e.g., Reinhart and Rogoff, 2009; Hall, 2010; Schularick and Taylor, 2012; Romer and Romer, 2017)

We study banking crises from a US regional perspective:

• New data: harmonized state-level banking statistics (1863-2023) and state economic activity index.

• Result 1: US financial crises followed by deep and uneven state-level recessions.

• Result 2: Regional crises are also costly, independent of systemic crises.

• Result 3: Propagation of state crises correlates with connections across financial sector.



Related literature
Cross-country literature on financial crises
Bordo (1985); Bordo et al. (2001); Cerra and Saxena (2008); Reinhart and Rogoff (2009); Schularick and Taylor (2012); Laeven 
and Valencia (2013, 2020); Romer and Romer (2017); Sufi and Taylor (2022); Greenwood et al. (2022); Frydman and Xu (2023)

→ Contribution: Within-country variation, local crises = more power, can control for common shocks

Episodic evidence on (U.S.) financial crises

Sprague (1910); Kemmerer (1910); Juglar (1916); Friedman and Schwartz (1963); Bernanke (1983); White (1983); Delong and 
Summers (1986); Gorton (1988); Sobel (1988); Calomiris and Gorton (1991); Wicker (1996, 2000, 2006); Peek and Rosenberg 
(2000); Calomiris and Mason (2003a, 2003b); Ashcraft (2005); Carlson and Mitchener (2009); Giesecke et al. (2014); Davison and 
Ramirez (2014); Jalil (2015); Rajan and Ramcharan (2015); Bordo and Haubrich (2017); Huber (2018); Jaremski and Wheelock 
(2020, 2024); Cohen et al. (2021); Carlson et al. (2022)

→ Contribution: First systematic study of output losses following U.S. crises using 160 years of data

Measurement of crises and financial stress
Bordo and Meissner (2016); Baron, Verner, and Xiong (2021); Ahir et al. (2023); Jamilov, König, Müller, and Saidi (2024); 
Krishnamurthy and Muir (2025)

→ Contribution: Regional financial crises contain independent information about macroeconomy
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Banking data, 1863-1960
Digitized the Officer of the Comptroller of the Currency’s (OCC) Annual Reports

• From 1863: covers all nationally-chartered banks, 

• From 1890: adds state-chartered banks (not comprehensive)

• Extends Carlson, Correia, and Luck (CCL, 2022) data on the state-level (1863-1960 vs. 1867-1904)

Failures: CCL for 1863-1904, Huntoon/Van Belkum (1968) for 1905-16, OCC for 1917-41, FDIC for 1942-2021
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Variable mapping
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Banking data, 1960-2023

Principal data source: FDIC

• Bank failures (1942-2023) 

• Bank Find Suite state-level aggregates (1960-1980), Call Reports (1981-2023)

Challenge: post-1980 interstate branching renders state-level aggregates unusable

• FDIC aggregates and Call Reports assign entire balance sheets to headquarter state

• But after branching liberalization, especially after IBBEA of 1994, banks operate across many states

Solution: Reweight bank-level data by state deposit shares

• Use FDIC Summary of Deposits (deposits by bank, county, year), 1981-2023 (FOIA request)

• Example: 50% deposits in Maine → assign 50% of total bank assets to Maine

Re-weighting total assets: North Carolina example

Re-weighting total assets: North Carolina example



New state-level data on economic outcomes
Introduced in companion paper (Hoon, Liu, Müller, and Zheng, 2025) 

• Newly digitized annual dataset: 62 variables, 48 states, 1870-2021

• Based on digitizing, integrating, and harmonizing 135 sources

Key variable: Estimated index of state-level economic activity covering 1871-2021

• Estimated using dynamic factor model with 23 inputs 

• Extends state-level output data by ~90 years (BEA’s GDP data starts in 1963)

Source examples

Source examples

Coverage

Coverage



A census of U.S. financial crisis chronologies
We survey 25 existing crisis chronologies

• From Sprague (1910) to Jamilov, König, Müller, and Saidi (2024)

• Include both U.S.-specific and cross-country crisis lists

Key takeaways 

• Broad agreement on major crises

• Disagreement for many other years

Our survey yields two lists we will use throughout the paper

• Benchmark systemic crises: with majority agreement (1873, 1884, 1893, 1907, 1930, 1982, 2007)

For the 1980s, we use 1982 following Lopez-Salido and Nelson (2010)

• Potential crises: 89 years flagged as crisis by at least one chronology (~every third year)
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Estimating the output losses of U.S. financial crises
We estimate panel local projections à la Jordà (2005) in a state (𝑖)-year (𝑡) panel:

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛽ℎ𝟏𝑡

𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ  with ℎ ∈ [0,5]
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Estimating the output losses of U.S. financial crises
We estimate panel local projections à la Jordà (2005) in a state (𝑖)-year (𝑡) panel:

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛽ℎ𝟏𝑡
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𝑘=1

5
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ℎ  with ℎ ∈ [0,5]

Change in log real economic activity relative to t-1

Dummy for a U.S.-wide systemic crisis

Five lags of 𝛥𝑌𝑖,𝑡 (additional controls for robustness)

We consider a forecast horizon ℎ up to 5 years. Standard errors are clustered by state and year.

Major caveats: banking crises are different, institutions have changed, Depression is an outlier, 

no instrument, state-level economic activity is not the same as GDP.



Banking crises predict long-lasting output losses
Impact of a US wide banking crisis on state activity, based on 150 years of data

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛽ℎ𝟏𝑡

𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ

Time series

Time series

Subsamples

Subsamples

Major vs. minor

Major vs. minor

Weights/horizon

Weights/horizon

Alt. DVs

Alt. DVs

Banks

Banks



Heterogeneous output responses across states
Range of -34 and -1% across states

Δ𝑌𝑡+ℎ
𝑠 = 𝛼𝑠,ℎ + 𝛽𝑠,ℎ𝟏𝑡

𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑠,𝑘,ℎ Δ𝐗𝑡−𝑘
𝑠 + 𝜀𝑡

𝑠,ℎ
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From nationwide to regional banking crises
Why should we care about regional banking distress?

• Few major systemic crises mean limited statistical power

• Considerable heterogeneity in average output losses across states

• Heterogeneity matters for policy decisions

We incorporate statistical data to identify regional crises based on:

• Deposit growth

• Wholesale liability growth (defined as in Acharya and Mora, 2015)

• Bank failures

Key idea: combine statistical and narrative evidence

• Blend state-level statistical indicators with U.S.-wide narrative indicator for “potential” crises

• Conceptually similar to Baron, Verner, and Xiong (2021) and Jamilov, König, Müller, and Saidi (2024) 



Banking sector distress during crises varies widely
Panic of 1893
Deposit growth rate



Banking sector distress during crises varies widely
Great Depression of 1930
Bank failure rate



Banking sector distress during crises varies widely
Global Financial Crisis of 2007
Wholesale funding growth rate



Defining regional financial crises
Regional crisis = 1 if both conditions are met:

1. Narrative evidence (in year 𝑡)

Crisis year flagged in any existing chronology (list of 89 “potential crises”)

2. State-level statistical evidence (in year 𝑡 and state 𝑖)

a) Negative YoY growth in deposits or wholesale liabilities within one year, and

b) At least one bank failure within one year.

Result: new state-level chronology

• 1565 episodes

• Vastly more than the number of financial crises in cross-country data

(We vary the precise definitions for robustness.)

Chronology excerpt

Chronology excerpt

Validation

Validation

Changes over time

Changes over time



Regional crises predict output losses of 4%
Around half of the ~6% from U.S.-wide systemic events

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛽ℎ𝟏𝑖𝑡

𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ

Standard errors

Standard errors

Window

Window

Non-narrative

Non-narrative

Time-varying

Time-varying

Bank types

Bank typesRobustness:

Interaction

Interaction

By type

By type

Subsample

Subsample



Output losses of 2.4% even with time fixed effects
Different from cross-country literature, absorbs common shocks (e.g., monetary policy)

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛼𝑡

ℎ + 𝛽ℎ𝟏𝑖𝑡
𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ



Regional banking distress outside of systemic crises
Output losses of 2.4% when distress occurs in years other than major systemic crises

Notes:  We use three definitions of local distress. All three require the same state-level statistical evidence, but vary the required narrative evidence:
             (a) any financial crisis, our baseline list of “potential crises”, (b) systemic financial crises, or (c) minor, non-systemic crises.

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛼𝑡

ℎ + 𝛽ℎ𝟏𝑖,𝑡
𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙 𝑐𝑟𝑖𝑠𝑖𝑠

+ ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ



Additional results and robustness
Types of regional financial crises

• Runs (deposits, wholesale) vs. failures

By type of distress

Continuous variation

• Interaction of nationwide narrative crises with state-level statistical indicators

Specification with interaction

Ignore narrative chronologies

• Only use statistical markers

Definition without narratives

Alternative definitions

• Changing nature of crises (pre/post FDIC)

• Different horizons: Exact year of U.S.-wide crisis, ±1 or ±2 years

• Incorporate state banks and savings institutions

Alternative specifications

Types of U.S. wide crises

• Regional banking distress in vs. out of U.S. systemic crises

Regional banking distress outside of 
systemic crises



Recap
Regional variation is important for understanding financial crises

• Substantial state-level heterogeneity in bank liability growth and failures

• We condense this information into indicators of regional financial crises

Regional crises matter for local economies

• Far more frequent than nationwide systemic crises

• Associated with smaller but nontrivial output declines

Open question: do regional crises also matter for the U.S. economy as a whole?

• Not obvious because regional shocks may wash out in the aggregate
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Cross State Interactions

Recent interest in spatial banking models

We can study crisis correlation and propagation:

• Spread of bank failures

• Spread of output losses following a bank failure

Allows us to document financial-output contagion at the state level



Crisis Contagion in 1893: 1893Q1



Crisis Contagion in 1893: 1893Q2



Crisis Contagion in 1893: 1893Q3



Bank Failure Rate Correlations (1870-1945)
States grouped by 
reserve banking region

High correlation between 
bank failures in North 
East and Mid West

West largely 
disconnected.



Bank Failure Rate Correlations (1946-1980)



Bank Failure Rate Correlations (1981-2023)



Conclusion
Backbone: new historical macro-financial data for U.S. states, 1863-2023

• Harmonized banking data from OCC reports and adjusted FDIC aggregates

• New estimates of economic activity (Hoon, Liu, Müller, and Zheng, 2025)

• Coupled with a survey of U.S. crisis chronologies

We propose a regional perspective for studying financial crises

• Regional crises far more common than country-wide events

• They predict output losses of 4%, around half of systemic national crises

• The share of states in distress signals lower future U.S. output 

Takeaway: Financial crises have an important regional dimension hidden by national aggregates

• Have the costs of crises been underestimated? Are there new patterns?
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A census of U.S. financial crisis chronologies
We survey 25 existing crisis chronologies

• From Sprague (1910) to Jamilov, König, Müller, and Saidi (2024)

• Include both U.S.-specific and cross-country crisis lists

Key takeaways 

• Broad agreement on a few major crises

• Substantial disagreement for many other years

Our survey yields two lists we will use throughout the paper

• Systemic crises: 10 years with ≥50% agreement (7 crises after 1870)

For the 1980s, we use 1982 following Lopez-Salido and Nelson (2010)

• Potential crises: 89 years flagged as crisis by at least one chronology (~every third year)



Surveying 25 crisis chronologies



Comparing 25 crisis chronologies

    Blank space: Chronology does not cover these years



Comparing 25 crisis chronologies

   Yes: Chronology considers this year start of a crisis



Comparing 25 crisis chronologies

    O: Chronology considers these as ongoing crises



Comparing 25 crisis chronologies

    — : Chronology says there is no crisis



Comparing 25 crisis chronologies



Comparing 25 crisis chronologies



Financial crises and output growth, 1790-2022
A long view on crises and output

Data sources:            GDP: BEA and Williamson (2024); Industrial Production: Federal Reserve, Miron and Romer (1990), Davis (2004) 
 

Systemic crises:       1837, 1857, 1873, 1884, 1893, 1907, 1930, 1982, 2007, (2023) 

Crisis definitions:    Systemic crisis:      Majority of chronologies agree a year is a crisis, added 1982 based on Lopez-Salido and Nelson (2010)

                                  Any crisis:              List of potential crisis events, i.e. years flagged by at least one chronology.

Discrepancies

Discrepancies

Crisis probabilities

Crisis probabilities

Definitions

Definitions



Comparing 25 crisis chronologies

Lopez-Salido and Nelson (2010): 

 1982 and 1988 are separate events



Comparing 25 crisis chronologies

Jordà, Schularick, and Taylor (2017):

1984 is the only crisis event
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Examples of definitions in existing crisis chronologies

Back

Back



Discrepancies between our chronology and existing lists
Where they overlap, our benchmark crisis list is broadly in line with existing chronologies

Back

Back



The probability of a crisis varies across chronologies

Back

Back



Coverage of the new banking dataset

Back
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Coverage relative to existing datasets

Back
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Descriptive statistics by bank type and variable

Back
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Examples of variable mapping in OCC reports

Back
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Comparison with other sources of bank data

Back
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Market share of national banks, 1865-1960

Back
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Coverage of different banks in the OCC reports

Back
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Correlation between national and state bank deposits

Back

Back



Re-weighting total assets: North Carolina example

Back

Back

(b) Bank of America’s deposits in 2000
 

(a) Bank of America’s deposits in 1993
 



Validation of the index of economic activity
The index is highly correlated with personal income and GDP where their coverage overlaps

Data sources: State-level GDP, Personal Income: BEA; Economic Activity Index: Hoon, Liu, Müller, and Zheng (2025)
Back

Back



Examples of time series coverage
Introduced in a companion paper (Hoon, Liu, Müller, and Zheng, 2025) 

Back

Back



Examples of sources of state-level economic activity data
Introduced in a companion paper (Hoon, Liu, Müller, and Zheng, 2025) 

Back

Back
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Other crisis definitions
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ

Back

Back



Other outcomes
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ
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Subsamples
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ

Back

Back



Subsamples: Without Depression & GFC
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ
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More controls
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ

Back
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WLS
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ
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Time series results, 1790-2022
Impulse responses from time series LPs larger than state-level results

Δ𝑌𝑡+ℎ = 𝛼ℎ + 𝛽ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑡−𝑘 + 𝜀𝑡
ℎ

Notes:                         Confidence intervals based on Newey-West standard errors. We include 5 lags of the dependent variable.
Back

Back

(a) US GDP (b) Industrial production

Data sources:            GDP: BEA and Williamson (2024); Industrial production: Federal Reserve, Miron and Romer (1990), Davis (2004). 
 



Distribution of banking sector distress during crises

Back

Back
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Regional banking distress outside of systemic crises
Output losses of 2% when distress occurs in years other than major systemic crises

Notes:  We use three definitions of local distress. All three require the same state-level statistical evidence, but vary the required narrative evidence:
             (a) any financial crisis, our baseline list of “potential crises”, (b) major financial crises in the benchmark list, or (c) minor, non-benchmark crises.

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛼t

ℎ + 𝛽ℎ𝟏𝑖𝑡
𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ

Back

Back



Standard errors
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝒔𝑡
𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ

Back

Back



By type of distress

Back

Back

Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠
ℎ + 𝛽ℎ𝟏𝒔𝑡

𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ



Specification with interaction
A specification with interaction term yields qualitatively similar results to a local distress dummy

Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛽1

ℎ𝟏𝑡
𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 + 𝛽2

ℎΔ𝐷𝑒𝑝𝑜𝑠𝑖𝑡𝑠𝑖,𝑡 + 𝛽3
ℎ𝟏𝑡

𝑈.𝑆. 𝑐𝑟𝑖𝑠𝑖𝑠 × Δ𝐷𝑒𝑝𝑜𝑠𝑖𝑡𝑠𝑖,𝑡 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ

Notes: Qualitatively similar results for bank failures or wholesale liabilities. See paper.
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Alternative specifications
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Changing nature of crises

Horizon relative to crisis

Add state and savings banks



Changing nature of crises
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Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠
ℎ + 𝛽ℎ𝟏𝒔𝑡

𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ



Sample split
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Δ𝑌𝑖,𝑡+ℎ = 𝛼𝑖
ℎ + 𝛽ℎ𝟏𝑖,𝑡

𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙 𝑐𝑟𝑖𝑠𝑖𝑠
+ ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝑖,𝑡−𝑘 + 𝜀𝑖,𝑡
ℎ



Horizon relative to crisis
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Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠
ℎ + 𝛽ℎ𝟏𝒔𝑡

𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ



Add state and savings banks
Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠

ℎ + 𝛽ℎ𝟏𝒔𝑡
𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ
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Definition without narratives
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Δ𝑌𝑠𝑡+ℎ = 𝛼𝑠
ℎ + 𝛽ℎ𝟏𝒔𝑡

𝐿𝑜𝑐𝑎𝑙 𝑑𝑖𝑠𝑡𝑟𝑒𝑠𝑠 + ෍

𝑘=1

5

𝛾𝑘,ℎ Δ𝐗𝒔𝑡−𝑘 + 𝜀𝑠𝑡
ℎ



Breakdown of Crises over States and Years
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Supplementary slides

Regional crisis chronology



Changes over time
Distress defined only based on deposits, wholesale liabilities, and bank failures

Notes:  Local financial distress is a state-year indicator variable equal to 1 if:
             (a) there is a U.S. financial crisis according to any chronology (~1/3 of years), and
             (b) there is state-level statistical evidence for poor bank health (deposit or wholesale liability contraction or bank failures).

Back

Back



Validation
Our regional crisis measure overlaps with the limited existing narrative evidence
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Excerpt 
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Supplementary slides

States-in-crisis



States-in-crisis explains a larger share of variation than a traditional crisis dummy

Fraction of states experiencing regional crisis predicts output beyond national crisis dummy

Notes: We compute the shares using a Shapley decomposition of the R-squared from a regression of U.S. GDP growth on the states-in-crisis 
measure and our benchmark crisis dummy L years before realization, as well as 5 lags of U.S. GDP growth.
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Roadmap

1 A Historical State-Level Macro-Financial Dataset, 1863-2023

2 Classifying U.S. Financial Crises

3 The Output Losses of U.S. Financial Crises

5 States-in-Crisis and U.S.-Wide Recessions

4 The Aftermath of Regional Crises



A continuous measure of financial distress, 1863-2023
In cross-country data, output losses of crises are partly predictable using…

• Credit spreads, bank equity crashes, deposit growth rates 
(Krishnamurthy & Muir, 2017; Baron, Verner, & Xiong, 2021; Jamilov, König, Müller, & Saidi, 2024)

• Narrative evidence or NLP methods based on textual data 
(Romer & Romer, 2017; Shen et al., 2021; Ahir et al., 2023)

In the U.S., many efforts to quantify financial stress

• Policy makers: Financial Stress Indexes by OFR, Kansas City Fed, St. Louis Fed

• Academic work: Delong and Summers (1986) and Bordo, Dueker, and Wheelock (2000)

Our contribution: regional variation → states-in-crisis

• Measures the fraction of states experiencing regional crisis (weighted by bank assets)



The fraction of states experiencing regional crises
States-in-crisis measure measures the intensity of distress in a given year

Notes:  States-in-crisis is defined as the share of U.S. banking sector assets experiencing a regional financial crises.

             Regional crisis is a state-year indicator variable equal to 1 if:
             (a) there is a U.S. financial crisis according to any chronology (~1/3 of years), and
             (b) there is state-level statistical evidence for poor bank health (deposit or wholesale liability contraction or bank failures).



States-in-crisis predicts lower GDP growth
Fraction of states experiencing regional crisis predicts output after including national crisis dummy

Notes: The dependent variable is the log-change in GDP (columns 1-3) or industrial production (columns 4-6). Standard errors in parentheses are
            computed using 5 Newey-West lags. We control for five lags of the dependent variable. The sample covers 1870-2021. 

Data sources:  GDP: BEA and Williamson (2024); Industrial Production: Federal Reserve, Miron and Romer (1990), Davis (2004). Back
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