MOTIVATION

» Existing crisis studies focus on nationwide events,
overlooking financially distressed regions within
countries.

» Inthe U.S., regional financial distress may gener-
ate large local output costs, even in years without
a systemic nationwide crisis.

» Yet historical regional data are scarce: we build a
new macro-financial panel covering 48 U.S. states
from 1863 to 2022.

» Considerable disagreement remains over which
years count as “crisis years”: we survey 25 crisis
chronologies to classify systemic crisis years and
narrative evidence of regional financial distress.
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MAIN RESULTS

» Regional crises are costly.

» Combining narrative evidence of regional finan-
cial distress with state-level banking data on de-
posits, wholesale funding, and bank failures, we
find:

» 1,565 regional crisis episodes,
¢ and they predict state-level output losses of about
4%.

» Regional crises are contagious: output losses ex-
tend beyond the affected state to nearby states.

» Our “states-in-crisis” measure (i.e., the fraction
of states experiencing a regional crisis in a given
year) predicts future U.S. output losses.

160 Years of Regional Macro-Financial Data

1. U.S. State-Level Index of Economic Activity
(Hoon, Liu, Miiller, Zheng, 2026)

» Newly constructed annual panel: 62 variables, 48
states, 1870-2021.

» Key outcome variable: State-level economic activ-
ity index, 1871-2021, estimated separately by state;

highly correlated with state GDP, 1964-2021.
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A.1. Regional crises predict output losses of 4%

Empirical specification a la Jorda (2005):

Core Findings: Regional Crises are Costly
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»Y;,: logstate-level economic activity index.
> 1% ™% state-year regional crisis indicator.
» Standard errors two-way clustered by state and year.
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A.2. With year fixed effects, regional crises
predict output losses of 2.4%

» Year fixed effects absorb shocks common to all states
in a given year, including U.S.-wide crisis effects.

» The regional-crisis coefficient is identified by com-
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Identifying Regional Crises

Regional crisis indicator

A state-year (i, t) is classified as a regional crisis if the
following two conditions hold:

. From regional crises to a national “states-in-crisis” measure
Panic of 1893

Deposit growth rate » We aggregate state-level regional crisis indicators into a national “states-in-crisis” measure.

» Narrative evidence: Year ¢ is flagged as a crisis year » States-in-crisis: Bank-asset-weighted share of states experiencing a regional crisis in year t.

by at least one existing crisis chronology.
» State-level statistical evidence: State : shows bank-
ing sector distress in the window ¢t — 1 through ¢ + 1:

» Negative year-over-year growth in deposits or whole-
sale liabilities; and
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