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1. Financial sector instability/fragility /1

• Reckless and/or excessive lending by banks?

• Possibility of bank runs

• Stability relies on the belief that the sector is stable

• Shadow banking – sector that sidesteps regulations

• Speculation – contributes to magnify outcomes and
create bubbles (Ponzi schemes)

• Abuse of leverage?
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1. Financial sector instability/fragility /2

• Financial activities increase interdependence – long
chains of connections

• Contagion effects

• Myopic decisions – ignorance of systemic risks
(belief that what holds locally, holds globally)

• Emergent properties – larger scale, new banking
and/or derivatives risks (banks too big to fail)

• Minsky’s instability hypothesis – overoptimism
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2. Financial assets
• The need to raise money vertebrates economies

• Financial asset = promise of payment in the future
in exchange for receiving money now

• Function: way of saving / getting purchasing power

• Properties: maturity / risk / liquidity / return

• Types: tradable (securities) / non‐tradable

• Securitization

• Trade‐offs between properties
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https://www.allianz.com/v_1380187782000/media/
economic_research/publications/specials/en/AGWR2013e.pdf

EUR	111.2	trillion
World	GDP	 2012 	 USD	72	trillion	

Average	rate	USD/EUR	 2012 1.2848
World	GDP	 2012 	 EUR	92.5	trillion

36%

32%

30%

End	of	2012
share

Allianz Global Wealth Report 2013
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Allianz Global Wealth Report 2013
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http://www.mckinsey.com/insights/
global_capital_markets/mapping_global_
capital_markets_2011
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3. Financial depth – financial sector size

http://www.mckinsey.com/insights/economic_studies/
debt_and_not_much_deleveraging
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http://www.mckinsey.com/insights/
global_capital_markets/uneven_progress

_on_the_path_to_growth
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CREDIT FOR CONSUMPTION

LENDING FOR HOUSE PURCHASE

Spain (outstanding amount
at the end of the period, EUR billions)

http://sdw.ecb.europa.eu/browse.do?node=2116074

SPAIN ∙ Nominal GDP
€1.029 trillion (2012)
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CREDIT FOR CONSUMPTION

LENDING FOR HOUSE PURCHASE

EUROZONE ∙ Nominal GDP
€9.5 trillion (2012)

EUROPEAN UNION ∙ Nominal GDP
€12.9 trillion (2012)

Largest economy of the world

Eurozone (outstanding amount
at the end of the period, EUR trillions)
http://sdw.ecb.europa.eu/browse.do?node=2116074
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http://sdw.ecb.europa.eu/
browse.do?node=2116074
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Spain (Debt to GDP, %)
http://www.tradingeconomics.com/spain/government‐debt‐to‐gdp
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Spain (Debt to GDP, %)
http://economia.elpais.com/economia/2015/02/16/actualidad/1424114459_766802.html
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Spain (government debt, EUR million)
http://economia.elpais.com/economia/2015/02/16/actualidad/1424114459_766802.html

Spain, GDP, 2014 (est.): 1,064,000 EUR million


