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DIFFERENCES IN GROWTH RATES
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COMMODITY PRICES AND INFLATION
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LIVING DANGEROUSLY – 
THE LEGACY OF HIGH DEBT & LEVERAGE

Debt as a Percent of GDP

Governments
Higher Risk

Lower Risk

Households

Ratio of Tangible 
Assets to Tangible 
Common Equity

BanksCorporates

Debt/Equity



8

7

6

5

4

3

2

15 20 25 30 35 40 45 50

BANK SOLVENCY AND FUNDING
IMPROVING, BUT UNEVEN

Wholesale Funding (% of Total Funding)

Tangible Common 
Equity/Tangible 

Assets (%)

Latest December 2008

BANK SOLVENCY AND FUNDING



BANK FUNDING PRESSURES PERSIST ...

Bank Debt Yields (%)
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…AND MORE CAPITAL IS NEEDED.

EU Bank Core Tier 1 Ratios, 2010
(Percent of Risk-Weighted Assets)
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…AND MORE CAPITAL IS NEEDED.

EU Bank Core Tier 1 Ratios, 2010
(Percent of Risk-Weighted Assets)
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SIZE OF FISCAL CONSOLIDATION NEEDED
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EM RISKS: OVERHEATING AND 
FINANCIAL IMBALANCES

Capital Flows
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CAPITAL FLOWS: FROM RHETORIC TO REALITY
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EMS: FALLING “BEHIND THE INFLATION CURVE”?
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EM BANKS RELEVERAGING
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Emerging MarketsAdvanced Economies

REBALANCING THE POLICY MIX

Prevent Inflation/Overheating
Limit Buildup of Financial 
Risks
Macroprudential Policies

Enhance Growth

Banks

Sovereigns

More Macroeconomic  
Policies Needed

More Structural 
Solutions Needed

Regulation: Much Work Ahead
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