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TABLE 1

Tests for the Differences in Yield Spread between Each Event Group and the Mean of the
Pre-Event Period for the Three- and Six-Month T-Bills

Event Group's Mean Event Group's Mean
Expecled Effect Three-Manlh Six-Monlh Spread
Event Group™ on Yield Spread Spread and -Value and -Valus

Everls 1and 2 No Negative fmpact 056 (531 038 (197
{10/17/95 to 10/19/95}

Event 3 Decrease 046 (-0.08) 0.43 (0.0}
(11/1/95 and 11/2/25)

Events 4-8 Significant Decraase 0.35 (—10.72™) 0.32 (—4.80"")
{11/7/95 10 11/18/35)

Events 9@ and 10 Significant Decrease 0.38( 10.05™) 0.27 {- 8.31")
{1/22/96 10 1/25/98)

Events 11 and 12 Increase 0.35 {—543") 0.32( 539"

(3/28/96 to 1/1/96)
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TABLE 2

Non-Parametric Sign Test for Differences in the Yield Spread between Each Event Group,
the Entire Event Period of 115 Days (from Cctober 17, 1985 to April 1, 1996) and the Mean
Spread during the Pre-Event Period

Event Group Hypothesis N Na. Pos., Nao. Neg. Z-Slatislic

Panel A, Three-Month Spread

Events 1 and 2
Event 3

Events 4-8
Evenls € and 10
Evenls 11 and 12
For the 115 days

%

3(100%) 0 (0%} 173
(0%) 2 (100%) 1.41
{09 7 (100%)} Y
(0%) 4 (100%) —2.007
(0%} 3(100%) —1.73

(16.52%) 96 (83.53%) —7.18%
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Panel B. Six-Month Spread

Events 1 and 2
Event 3

Events 4-8
Evenls 2 and 10
Events 11 and 12
For the 115 days

3 3 (100%) 0 {0%) 173
2 2 {(100%) 0 (0%) 1.41

7 0 (0%) 7 (100%) — 285
4 0{0%) 4 (100%) 200
3
5
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tn o
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0{0%) 3(100%) —1.73
17 {16.52%) 98 (83.58%) —7.55"
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TABLE 3
Tests for Sustained Effect

Pariel A._t-Tosts for Susiained Fifoci

Three-Month Spread (%) Six-Month Spread (%}

Pre-event mean (N = 128) 0.43(0.06) 0.36 (0.06)
Post-event rmean (N — 129) 0.40(0.06) 0.35 (0.06}
t-value —3.24* —-105

Fanal B. Sign Test for Sustained Effoct

| lypolhesis N No. Pos. MNo. Neg. Z-Statistic

Three-month securities pPr=qg =05 1249 60 (46.5%) 64 (53.5%) —0.78
Six-montn securities =g =05 128 64 {49.6%) (55 (50 4%) —0.09
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FIGURE 1
Three-Month Instruments

Fanetl A. Daily yield spread during event period (10/17/95 to 4/1/96) vs. the mean yield
spread during the pre-event comparison period (10/17/34 to 4/1/95)
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FIGURE 2
Six-Month Instruments

Panel A. Dally yield spread during event period (10/17/95 to 4/1/86) vs. the mean vield
spread during the pre-evenl comparison period (10/17/94 to 4/1/95)
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(1) YIELD SPREAD = g+ 3 NYSE-AMEX + 3, EUROCDOLLAR
+ 3;GOLD + 3;EVENTS1-2

+ BsEVENT3 + B EVENTS4-8
+ 37EVENTS9-10 + 33EVENTS11-12.
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TABLE 4
Regression Analysis of Three- and Six-Month Yield Spreads

oLs Newey-West
Cocfiicient i-Statistics t-Stalistics

Panel A, Three-\onth Spread

INTERCEPT 0.36 0,90 0.98
NYSE-AMEX 016 Q.25 0.27
EURCDOLLAR 0.00 440" 3.82"
GOLD —0.00 —1.48 - 1.75
EVENTS1-2 0.12 2.78% 1266
EVENTS 0.03 061 3.13™
EVENTS4-8 -0.07 —-2.62*" —6.556™"
LVENTSSE 10 0.01 029 121
LVENTS11-12 —0.03 —0.62 —2.56™

R? (N = 347) 0.18
Pane! 8 Six-Monih Spread

INTERCEFT 0.21
NYSE-AMEX 187
EURODOLLAR 0.14
GOLD —-Q.00
EVENTS1-2 0.03
EVENT3 0.06
EVENTS4--8 —-0.02
EVENTSS 10 0.00
EVENTS11-12 0.02

A% (N =347) 0.44
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Appendix

This is a brief summary of reports related to the potential default of U.S.
Treasury securities in the Wall Sireer Journal. Dates are the dates on which an-
nouncements were made; the WSJ published these announcements on the [ollow-
ing business day.

Ociober 17, 1995 {Event 1)
U.S. House Speaker Newt Gingrich offers to support an increase in debt limit
through November 14,

Ociober 18, 1995 {Event 2}

Gingrich backs off from boosting the Treasury’s debt ceiling.

November [, 1995 (Event 3}

The Treasury says it will have to take “extraordinary steps” to avoid default.
No agreement is reached between the U.S. Congress and the President on the
federal debt ceiling.

November 7, 1995 ( Event 4)

Treasury Secretary Rubin recommends a Presidential veto of the GOP plan
on the debt ceiling. Treasury Undersecretary Hawke complains that the GOP bill
will put the ULS. in imminent danger of default.

November 9, 1995 (Event 5}

The White House 1s set for a shutdown of the federal governmment, The GOP
debt limit bill draws a veto threat. “Defanlt is becoming increasingly likely,”
White House Spokesman Mike McCurry says.




