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The Road Map  

Â No point in reducing imbalances per se:  

Â Imbalances can be good or bad  

Â Important to identify the causes  

 

Â Evolutions 

Â The past 15 years   

Â The effects of the crisis 

Â Likely future evolution  

 

Â Attacking the bad imbalances   

Â Reducing distortions 

Â Reducing systemic risks  

Â Global liquidity provision 
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ñBadò Imbalances: Distortions 

Â Domestic distortions  

 

Â High private saving reflecting lack of social insurance/poor firm 
governance  

Â Low private saving driven by bubble-driven asset booms 

Â Excess public borrowing  

 

Â Systemic distortions  

 

Â Export-led growth strategies:  Unfair competition?  

Â Self-insurance leading to excess asset accumulation 

  

3 



ñBad Imbalancesò:  Risks 

 

�³�*�R�R�G���I�O�R�Z�V�´���L�Q�W�H�U�D�F�W�L�Q�J���Z�L�W�K���R�W�K�H�U���G�L�V�W�R�U�W�L�R�Q�V�� 

  

Â Domestic risks  

Â Capital flows, appreciation, and the Dutch disease   

Â Current account deficits and sudden stops.  

 

Â Systemic risks  

Â �5�L�V�N���R�I���G�L�V�U�X�S�W�L�Y�H���D�G�M�X�V�W�P�H�Q�W�V���I�U�R�P���³�O�D�U�J�H�´���L�P�E�D�O�D�Q�F�H�V 

 Gross or net positions?  

 Central Banks as large investors:  Stabilizing or destabilizing?   
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