Figure 1.5. Emerging Market Financial Conditions

Emerging markets spreads have fallen sharply and equity markets have picked up in
concert with developments in mature markets.

8000 - Emerging Market Spreads - 2400
- (basis points)

EMBI+ adjusted - 2000
Argentina R
6000 (right scale) 1600
5000 - .
4000 - -1200
3000 - 800
2000 - -
1000 - )
el (Iqﬂ sclale)
1998 2000 02 Sep.3,
2003

35 -Emerging Market Financing -
- {billions of U.S. dollars) -
30-

25 - -

1998

2000 02  Aug

2003

180 - Nominal Effective Exchange
" Rate (December 29, 1997-

160 - january 2, 1998 = 100) -
140 - -

- Argentina -
120 - -
100

- Contagion1 -06
. Argentina crisis .
- -05
B Turkey R
devaluation
- -04
- -03
- -0.2
- Brazil devaluation -01
- Russian default -
1 . ! L ! 1 0.0
1998 2000 02 Sep.3,
2003
- Emerging Equity Markets -260

~ (September 10-14, 2001 = 100; o4
- U.S. dollars)

- 220

Eastern -
Europe and
Middle East

- Latin

- America "~ 80
. . . . L . 60
1998 2000 02  Sep.3,
2003
- Nominal Effective Exchange - 180
" Rate (December 29, 1997- B

~January 2, 1998 = 100)

80 - Mexico .

60 - ) -

- Brazil -

40 - -

20 - -
. L L L . L . ! L L L L 0
1998 2000 02 Sep.3, 1998 2000 02 Sep.3,

2003 2003

Sources: Bloomberg Financial Markets, LP; Capital Data; and IMF staff estimates.
1Average of 60-day rolling cross-correlation of emerging debt market spreads.



