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ABSTRACT

This study examines whether government ownership can affect bank risk. We use Moody’s
individual and issuer ratings as proxies for banks’ operating and default risks. We find that
whether government ownership increases or reduces default risk depends on where the banks
are from and when the banks obtain government support. We find that government injections
of funds into banks depends on this government’s income level and whether the distressed

banks are in crisis periods. Even during a crisis, we have to identify the nature of the crisis.
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