ABSTRACT

Much has been said about financial contagion in the last few years. This unexpected economic destabilization between emerging countries due to domestic crises has harmed mostly Asian and Latin American economies. The only thing for sure is that there is not a solid theory that can explain its mechanisms and propagation channels and that could be valid for all contagion episodes. As broad as the subject can be, this paper addresses to two of the most significant crises of the last decade in Latin America: the Mexican “Tequila effect” in 1994 and the Argentinean “Tango crisis” in 2001. The aim of this work is to study what happened in each episode and its channels of contagion, studying the relation between these two countries and trying to find a plausible explanation of why the Mexican crisis constituted the so-called “fast and furious” contagion, in opposition to the Argentinean crisis that despite its enormous domestic effects, it did not have important repercussions outside borders.
