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the relationship between financial globalization and banking crisis :
Financial liberalization, financial innovation at the heart of the
mortgage crisis 2007-2008

Abstract: The phenomenon of financial globalization has aroused the opinions
and interest of many economic thinkers, as it is considered a double-edged
weapon. It has provided many advantages to the global economy on the one hand,
and on the other hand has caused many imbalances at the level of international
financial systems.

This research aims to highlight the role of financial liberalization policy and
the process of financial innovations - the most important indexes of financial
globalization - in causing the 2007-08 Subprime mortgage crisis: the deregulation,

an increase in interest rates, the liberalization of financial markets, the process of
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securitization and the integration of global financial markets, were the main factors
that led to the outbreak and spread of the crisis.

In the end, we have concluded through this paper that financial globalization
is an imperative necessity its disadvantages, it cannot be dispensed with only to
ensure systemic stability, but must deal with this phenomenon while maintaining
financial stability, by with a range of precautionary measures or prudential
regulation. such as adhering to the capital adequacy standards stipulated in the three
Basel Conventions, to ensure the stability of banking systems and the bankruptcy
of banks. In addition to a financial system away from interest and speculation.
Keywords : financial globalization, financial liberalization; subprime mortgage
crisis, securitization
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Forte complixité
Les produits de credit structurés sont découpés en tranches
Préts hypothécaires a risque OSAE a financement Structuré de premier rang

Obligations hypothécaires a Risque

1 AAA sénior 88%
_ AA junior 5%
AAA 80
L AA 3%
AA 11% °
\ NOCALC X\ finanecnna
A 4% A 2% OSAE- carré
q BBB
BBB 3% 1%
BB- non noté 2% | J Non noté 1%
AAA sénior 62% AAA sénior 60%
AA junior 14% AA junior 27%
AA 8% N AA 4%
A 6%
A 3%
BBB 6% | BBB 3%
Non noté 4% Non noté 2%

Notes: OSAE=obligations structures adossées a des emprunts. Les pourcentages représentent la part de I’obligation
dans la tranche note.

Estimation des services du FMI. : yluael!
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La place des bedge fiends dans la détention de CDO avant la crise

Assurances Hedge frends Banques Asset Managers

(20) (90) (26) (26)
AAA 6,9 12,1 14,5 5.8
AA 1.2 4 3.5 4
A 0.3 4,6 1.4 2,9
BBB 0.6 4.3 0.3 4
BB 0 2.3 0.3 0.3
‘Equity 0,9 19,1 4,9 1.7
Total en %6 9.8 46,5 24,9 18,8
Total en Mds USD 295 1 396 746 564
Source : A. Blundell-Wignall (2007), A partir de données privatives de banques, p. 45
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1. Banques et maisons de Dépréciations 2. Compagnies d’assurances Dépréciatio
titres et pertes ns et pertes
Citigroup Inc 112 ,2 | American international group 1014
Wachovia corp. 101,9 | ING Groep N.V 17,7
Bang of America Corp 69,6 | Ambac Financial Group Inc. 12,1
Merrill Lynch & Co . 55,9 | Hartford Financial SVCS GRP 11,6
UBS AG 53,1 | Metlife Inc 10,0
HSBC Holding Plc 50,1 | Prudential Financial Inc. 9,2
JP Morgan Chase & Co 49,2 | Aegon NV 8,7
Washington Mutual Inc. 45,3 | Swiss Re 8,3
Wells Fargo & Company 32,8 | Allstate Corp. 7,8
HBOS PIc 29,5 | Allianz SE 7,6
Royal Bank of Scotland Group 29,0 | MBIA Inc 5,8
Plc 25,2 | Genworth Financial Inc-CLA 54
National City Corp 23,7 | Autres assureurs 58,8
Barclays Plc 23,0 | Total 2644
Morgan Stanley 19,2 | B. Government sponsored entities|
Credit Suisse Group AG 18,7 | Freddie Mac 119,6
Deutsche Banc AG 17,0 | Fannie Mae 118,3
BNP Paribas 343,7 | Total 2379
Autres banques [GRAND TOTAL (1+2+3)]
Total 1099,1

(Mishkin, 2010) : ykeaed!
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Hl Crise bancaire [ Arrét brutal des flux
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En dehors d’'un épisode d’entrées massives Apres un épisode d'entrées massives

Note : Sur la base des résultats de régressions présentés dans les Tableaux 7 et 11 de Furceri et al. (2011c). Les probabilités sont évaluées
considérant que toutes les autres variables de 1'équation sont & leur moyenne sur I'échantillon. Un épisode d’entrées massives de
capitaux est défini par un écart important du ratio entrées nettes de capitaux/FPIB par rapport a sa tendance historique

calculs de TOCDE : izt
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