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A new measure of fiscal information shows that fiscal news affects the evolution and contagion of sovereign default.

RWP19-04, June 2019

This paper examines how newspaper reporting affects government bond prices during the U.S. state default of the 1840s.
Using unsupervised machine learning algorithms, the paper first constructs novel "fiscal information indices" for state
governments based on U.S. newspapers at the time. The impact of the indices on government bond prices varied over time.
Before the crisis, the entry of new western states into the bond market spurred competition: more state-specific fiscal news
imposed downward pressure on bond prices for established states in the market. During the crisis, more state-specific fiscal

information increased (lowered) bond prices for states with sound (unsound) fiscal policy.
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