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Prologue:

Economic History - A History of Financial Crisesé

http://upload.wikimedia.org/wikipedia/commons/e/e1/Crowd_outside_nyse.jpg
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Outline

Prologue:

Economic History: A History of Financial Crisesé

What Do We Think Financial Stability Is?

What Did Financial Regulation Since 2008 

Address?

What Was/Is the Role of Monetary Policy/Central 

Banks In All This?

Any Conclusions? 
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What Do We Think Financial Stability Is?

Status of Financial System

Institutional Perspective

Ÿ Banking Crisis

Ÿ Sovereign Debt Crisis

Market Perspective

Ÿ Currency Crisis

Ÿ Stock Market Crisis

Financial Stability Financial Crisis

= ĂAbsence of

financial crisisñ

ŶIn Reality: Different Degrees of Financial FragilityŸ

Two Different Financial Crisis Perspectives

Ÿ é..??? Ÿ é..???

ŶŶŶŸŸŸ
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Crisis Causes and Origin: Market Developments Dominate

From: Claessens/Kase, 2013

From: Racickas/Vasiliauskaite, 2012

From: Blanchard, 2009
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August 2007: Financial Market Turbulence Long Before

Lehman Breakdown 

From: ECB Monthly Bulletin, October 2010
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Financial Institutions: Transmitting Shocks from

Market Turbulence to the Real Economy

Market

Turbulence

Real Economy

Financial

Institutions

(ĂBanking

Systemñ)

Policy Measures

Policy Measures
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Broad Based EU Crisis Response Since 2008

Emergency 
measures

Ad-hoc 
assistance

ESM (European 
Stability 

Mechanism)

OMT

Financial 
markets

Banking Union

ESRB

macroprudential
supervision

EFSF

microprudential
supervision

Financial market 
regulation 

(Basel III, etc.)

Fiscal 
policy

Stability and 
Growth Pact 3.0

ñFiscal pactò 
(TSGE)

Europªisches

Structural 
policy

Macroeconomic 
Imbalance 

Procedures 
(MIP)

Investment plan

(EFSI)

SemesterEuropean Semester
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EU Legislative Measures: Very Much Focussed on the

Banking System

ĂIn the wake of the financial crisis, more than 40 new pieces of EU legislation were

adopted to restore financial stability and market confidence.ñ 
(European Commission ïFact Sheet, 23. November 2016)

Risk Reduction Measures

- Capital Requirements Regulation

- Single Supervisory Mechanism

- Bank Recovery and Resolution

- Single Resolution Mechanism

- Deposit Guarantee Schemes

- Risk Reduction Measures Package

- Ranking of Unsecured Debt Instruments

- Treatment of Sovereign Exposures

- Measures to Tackle NPLós

Risk Sharing Measures

- European Deposit Insurance Scheme

- Single Resolution Fund Backstop

(European Commission: Note presenting a stock-take of Financial Reforms,

29. November 2017)
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Å Reduced opacity / 
more 
transparency 

Å Additional demand 
HQLA 

Å Higher asset 
encumbrance 

Å Higher cost of 
money market 
transactions

Å Larger role non-
banks

MMSR

Financial 

Benchmarks

MiFiR / MiFID II

EMIR (OTC 

derivatives)

Å More information and transparency 

on money markets

Å Preventing market abuse & more 

resilient benchmarks

Å Enforcing resiliency of MMFs

Å Improving transparency & reducing 

counterparty risk

Money Market 

Funds reform

Å Improving transparency

Impact on 

markets

Financial Market Environment: Limited and Specific

Regulatory Initiatives Only


