
Accepted Manuscript

The international credit channel of U.S. monetary policy transmission to developing
countries: Evidence from trade data

Shu Lin, Haichun Ye

PII: S0304-3878(18)30009-9

DOI: 10.1016/j.jdeveco.2018.01.007

Reference: DEVEC 2200

To appear in: Journal of Development Economics

Received Date: 28 June 2016

Revised Date: 8 January 2018

Accepted Date: 17 January 2018

Please cite this article as: Lin, S., Ye, H., The international credit channel of U.S. monetary policy
transmission to developing countries: Evidence from trade data, Journal of Development Economics
(2018), doi: 10.1016/j.jdeveco.2018.01.007.

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to
our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and all
legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jdeveco.2018.01.007


M
ANUSCRIP

T

 

ACCEPTE
D

ACCEPTED MANUSCRIPT

 

 

The international credit channel of U.S. monetary policy transmission to developing 
countries: Evidence from trade data 

 

Shu Lina, Haichun Yeb,* 

a Department of Economics, The Chinese University of Hong Kong, Hong Kong 
b Research Department, Hong Kong Monetary Authority, Hong Kong.   

 

 Abstract  

In a large sector-level bilateral trade dataset, we find robust evidence supporting a 

broad international credit channel of U.S. monetary policy transmission to developing 

countries. We show that U.S. monetary policy has a significant effect on the sectoral 

composition of developing countries’ exports. Financially more vulnerable sectors have a 

significantly more negative exposure of their trade to a tight U.S. monetary policy, 

especially in financially less developed exporting countries or during significant U.S. 

tightening periods. Moreover, we identify both a monetary policy dependence mechanism 

and a financial dollarization mechanism through which U.S. monetary policy can 

influence the sectoral composition of developing countries’ exports.  
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