
Department of  
Economics and Finance  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Working Paper No. 19-01 

 http://www.brunel.ac.uk/economics 

 



1 
 

%DQN�&UHGLW��&DSLWDO�DQG�&ULVHV�

5D\�%DUUHOO�DQG�'LOUXED�.DULP
�

�

&HQWUH�IRU�0DFURHFRQRPLFV��/6(�DQG�%UXQHO�8QLYHUVLW\�/RQGRQ�

 

 

 

Abstract��7KHUH�DUH�ODUJH�DQG�ORQJ�ODVWLQJ�QHJDWLYH�HIIHFWV�RQ�RXWSXW�IURP�UHFXUUHQW�ILQDQFLDO�
FULVHV� LQ� PDUNHW� HFRQRPLHV�� 3ROLF\� PDNHUV� QHHG� WR� NQRZ� LI� WKHVH� ILQDQFLDO� FULVHV� DUH�
HQGRJHQRXV� �WR� WKH� PDFURHFRQRP\�� DQG� VXEMHFW� WR� SROLF\� LQWHUYHQWLRQV� RU� DUH� H[RJHQRXV�
HYHQWV�OLNH�HDUWKTXDNHV��:H�ORRN�ILUVW�DW�WKH�GHILQLWLRQ�RI�FULVHV��DQG�WKHQ�VXUYH\�WKH�OLWHUDWXUH�
IURP�-RUGD��6FKXODULFN�DQG�7D\ORU��������DQG�IURP�%RUGR��������DPRQJVW�RWKHUV�DERXW� WKH�
OLQNV�EHWZHHQ�FUHGLW�JURZWK�DQG�FULVHV�RYHU�WKH�ODVW�����\HDUV��:H�WKHQ�JR�RQ�WR�ORRN�DW�WKH�
GHWHUPLQDQWV� RI� ILQDQFLDO� FULVHV� LQ� PDUNHW� HFRQRPLHV�� VWUHVVLQJ� WKH� UROHV� RI� EDQN� FDSLWDO��
DYDLODEOH�RQ�ERRN�OLTXLGLW\��SURSHUW\�SULFHV�DQG�FXUUHQW�DFFRXQW�GHILFLWV��:H�ORRN�DW�WKH�UROH�
RI� FUHGLW� JURZWK�� WKH� PDLQ� OLQN� EHWZHHQ� PDFURHFRQRPLFV� DQG� FULVHV�� DQG� VWUHVV� WKDW� LW� LV�
ODUJHO\� DEVHQW�� ,W� LV� DOVR� XVHIXO� WR� NQRZ� LI� WKH\� DUH� SUHGLFWDEOH�� DQG� LI� VR�� SRWHQWLDOO\�
SUHYHQWDEOH�� :H� ORRN� DW� WKH� UROH� RI� WKH� FRUH� IDFWRUV� GLVFXVVHG� DERYH� LQ� PDUNHW� HFRQRPLHV�
IURP������WR��������:H�FRQFOXGH�WKDW�SROLF\�PDNHUV�QHHG�WR�FRQWDLQ�EDQNLQJ�H[FHVVHV��QRW�
FRQVWUDLQ�WKH�PDFURHFRQRP\�����
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1. Introduction 

7KH�ILQDQFLDO�FULVHV�LQ������DQG������KDYH�OHIW�D�ORQJ�DQG�GHSUHVVLQJ�VKDGRZ�RYHU�WKH�1RUWK�

$WODQWLF�HFRQRPLHV��1RW�RQO\�GLG�RXWSXW�IDOO�VKDUSO\�DIWHU�WKRVH�FULVHV��EXW�RXWSXW�JURZWK�KDV�

DOVR� EHHQ� VORZ� VLQFH� ������ ,W� KDV� EHHQ� FRPPRQ� WR� OLQN� WKLV� FULVLV�� DQG� RWKHUV� WR� WKH� WZLQ�

SUREOHPV�RI�H[FHVVLYH�FUHGLW�JURZWK�DQG�WKH�VXEVHTXHQW�XQVXVWDLQDEOH�JURZWK�RI�DVVHW�SULFHV��

DQG�� SDUWLFXODUO\�� SURSHUW\� SULFHV�� 7KH� OLQN� EHWZHHQ� FUHGLW� JURZWK� DQG� ILQDQFLDO� FULVHV� KDV�

EHHQ�HPSKDVLVHG� LQ�D�VHULHV�RI�SDSHUV�FRYHULQJ�D�SHULRG�RI�RYHU�����\HDUV�RI�KLVWRU\� LQ����

GHYHORSHG�HFRQRPLHV�E\�-RUGD��6FKXODULFN�DQG�7D\ORU���������6FKXODULFN�DQG�7D\ORU��������

DQG�-RUGD��5LFKWHU��6FKXODULFN�DQG�7D\ORU� �������DQG�KDV�EHHQ�VXSSRUWHG�E\� WKH�YLHZV�DQG�

WKH�SXEOLFDWLRQV�RI�WKH�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��%,6���7KH�HYLGHQFH�WR�OLQN�FULVLV�

LQFLGHQFH� WR� FUHGLW� JURZWK�RYHU� WKH� ODVW� IRUW\� \HDUV� LV��KRZHYHU��ZHDN�� DQG�HYLGHQFH�RI� WKH�

OLQN�IRU�WKHVH�HFRQRPLHV�IURP�HDUOLHU�SHULRGV�PD\�QRW�EH�UHOHYDQW�IRU�WKH�DQDO\VLV�RI�SROLF\�

SUREOHPV� LQ� ILQDQFLDOO\� OLEHUDOLVHG� DGYDQFHG� HFRQRPLHV�� 7KH� SUHYDLOLQJ� YLHZ� LQ� WKH�

HFRQRPLFV� SURIHVVLRQ�� DQG� WKH� SROLF\� FRPPXQLW\�� LV� WKDW� FRQVWUDLQLQJ� FUHGLW� JURZWK� LV�

HVVHQWLDO� IRU� SUHYHQWLQJ� D� QHZ� URXQG� RI� ILQDQFLDO� FULVHV�� ,Q� WKLV� SDSHU� ZH� HYDOXDWH� WKLV�

SURSRVLWLRQ�DQG�DWWHPSW�WR�XQGHUVWDQG� WKH�FDXVHV�RI� ILQDQFLDO�FULVHV� LQ�DGYDQFHG�HFRQRPLHV�

RYHU�WKH�ODVW�IRUW\�\HDUV���

:H� ORRN�DW� WKH� UROH�RI� WKH�GHIHQFHV� DJDLQVW� V\VWHPLF�EDQN� IDLOXUHV�� FDSLWDO� DQG� OLTXLGLW\� DV�

ZHOO� DV� DW� WKH� UROH� RI� SURSHUW\� SULFHV� DQG� RI� FUHGLW� JURZWK� LQ� GULYLQJ� WKHP��:H� DUJXH� WKDW�

IROORZLQJ�WKH�UHVXOWV�LQ�-RUGD�HW�DO��������RQ�WKH�SHULRGV�VLQFH�WKH�����V�DQG�VLQFH�������DQG�

KHQFH�UHMHFWLQJ�D�UROH�IRU�FDSLWDO�DGHTXDF\�LQ�H[SODLQLQJ�ILQDQFLDO�FULVHV�LV�PLVMXGJHG��,Q�WKH�

ILQDQFLDOO\�OLEHUDOLVLQJ�ZRUOG�WKDW�IROORZHG�RQ�IURP�WKH�FROODSVH�RI�%UHWWRQ�:RRGV�V\VWHP�LQ�

WKH�HDUO\�����V�EDQNV�RQ�EDODQFH�VKHHW�FDSLWDO�KDV�EHHQ�DQ�LPSRUWDQW�GHIHQFH�DJDLQVW�WKH�ULVN�

RI� FULVHV�� HYHQ� LI� LW� ZDV� QRW� VLJQLILFDQW� LQ� HDUOLHU� KLVWRULFDO� SHULRGV�� :H� FRQFOXGH� WKDW� WKH�

HPSKDVLV�RQ�FUHGLW�JURZWK�DQG�LWV�FRQWURO��UDWKHU�WKDQ�RQ�FDSLWDO�DGHTXDF\��LV�PLVMXGJHG�DQG�

UHGXFHV�WKH�FKDQFHV�RI�SUHYHQWLQJ�D�QHZ�ZDYH�RI�GDPDJLQJ�FULVHV.�

,Q�WKH�QH[W�VHFWLRQ�RI�WKH�SDSHU�ZH�UHYLHZ�WKH�UHODWHG�OLWHUDWXUH�RQ�WKH�IDFWRUV�GULYLQJ�FULVHV�

RYHU� WKH� ODVW� ���� \HDUV�� DQG�ZH� UH�HPSKDVLVH� WKH� FRQFOXVLRQ� RI�%RUGR� ������� WKDW� WKHUH� LV�

OLWWOH� HYLGHQFH� WR� VXSSRUW� WKH� LPSRUWDQFH� RI� FUHGLW� JURZWK� RYHU� WKLV� SHULRG�� ZLWK� RQO\� WKH�

��������FULVLV�DQG�WKH��������FULVHV�VKRZLQJ�OLQNV��+RXVH�SULFHV�KDYH�EHHQ�FRPPRQO\�OLQNHG�
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GHPRQVWUDWH� WKDW� LQ� WKHVH� FULVHV�� DQG� LQ� D�QXPEHU�RI�RWKHU� WD[RQRPLHV�RI� FULVHV� LQ� WKH�SRVW�

������ZRUOG�FDSLWDO�KDV�D�PDMRU�UROH�WR�SOD\�LQ�WKH�GHWHUPLQDWLRQ�RI�FULVLV�SUREDELOLWLHV������

&ULVHV� KDYH� EHHQ� HQGHPLF� LQ� PDUNHW� EDVHG�� RU� FDSLWDOLVW�� HFRQRPLHV�� DQG� WKH\� EHFDPH�

LQFUHDVLQJO\�FRPPRQ�LQ�2(&'�FRXQWULHV�E\�GHFDGH�DIWHU�WKH�HQGLQJ�RI�WKH�FULVLV�IUHH�%UHWWRQ�

:RRGV� SHULRG� RI� ILQDQFLDO� UHSUHVVLRQ� EHWZHHQ������ DQG� ������7KH� %UHWWRQ�:RRGV� V\VWHP�

ZDV�FULVLV�IUHH�LQ�SDUW�EHFDXVH�ILQDQFLDO�V\VWHPV�ZHUH�WLJKWO\�FRQWUROOHG��DQG�WKH�OLEHUDOLVDWLRQ�
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WR� WRWDO�EDQNLQJ�V\VWHP�DVVHWV�ZDV�JUHDWHU� WKDQ������RU� WKH�SXEOLF�EDLORXW� FRVW� H[FHHGHG���

SHUFHQW� RI� *'3�� RU� V\VWHPLF� FULVLV� FDXVHG� ODUJH� VFDOH� EDQN� QDWLRQDOLVDWLRQ�� DQG� LI� QRW��

HPHUJHQF\�JRYHUQPHQW� LQWHUYHQWLRQ�ZDV�VXVWDLQHG��&ULVHV�FRXOG�DOVR�RFFXU�ZKHQ�EDQN�UXQV�

ZHUH� REVHUYHG�� EXW� WKHVH� KDYH� EHHQ� UDUH� LQ� RXU� VHW� RI� FRXQWULHV� VLQFH� ������ 1RW� DOO� RI� WKH�

FULVHV� LGHQWLILHG� E\� &DSULR� HW� DO� ������� ZHUH� SXEOLFO\� YLVLEOH� DV� VXVWDLQHG� JRYHUQPHQW�

LQWHUYHQWLRQ�FDQ�EH�KLGGHQ�E\�FDUHIXO�PDQDJHPHQW�RI�WKH�SXEOLFO\�DYDLODEOH�DFFRXQWV��DQG�WKLV�

ZDV� FRPPRQ�EHIRUH� WKH� HUD� RI� FHQWUDO� EDQN� WUDQVSDUHQF\� EXW�ZRXOG� EH� REYLRXV� H[�SRVW� WR�

RIILFLDOV�� 7KH� GHILQLWLRQV� ZHUH� WLJKWHQHG� DQG� XSGDWHG� E\� /DHYHQ� DQG� 9DOHQFLD� ������ DQG�

�������ZKR�VWUHVVHG�WKH�UROH�RI�SXEOLF�VHFWRU�LQWHUYHQWLRQV��DQG�WKH\�UHYLVHG�DQG�H[WHQGHG�WKH�

GDWDVHW��7KH�/DHYHQ�DQG�9DOHQFLD� UHYLVLRQ� UDLVHG� WKH� WKUHVKROG�EDLORXW�FRVW� WR���SHUFHQW�RI�

*'3�DQG�IRFXVHG�RQ�FULVHV� WKDW�&DSULR�HW�DO��������KDG�QRWHG�DV�V\VWHPLF��7KH�FULVHV� LQ�LQ�

�������WKDW�ZH�DQG�WKH\�LQFOXGH�FDQ�DOO�EH�GHVFULEHG�DV�V\VWHPLF����

7KH�UHFHQW�SDSHU�E\�%DURQ�HW�DO��������SXOOV�WRJHWKHU�WKHVH�DQG�D�QXPEHU�RI�RWKHU�GHILQLWLRQV�

RI�FULVHV�RYHU�D�ORQJHU�WLPHU�SHULRG�WKDQ�ZH�XVH�KHUH��DQG�DOVR�SURSRVHV�D�QHZ�GHILQLWLRQ�RI�D�

FULVLV�ZKLFK� GHSHQGV� XSRQ�PRYHPHQWV� LQ� EDQN�HTXLW\� SULFHV��$V�%DURQ� HW� DO� ������� QRWHV��

WKHVH�RIWHQ�RFFXU�EHIRUH�D�FULVLV�EHFRPHV�REYLRXV��DV�VKDUHKROGHUV�PD\�ORRN�PRUH�FDUHIXOO\�DW�

WKH� VWUXFWXUH� RI� WKH� EDODQFH� VKHHW� WKDQ� GRHV� WKH� SXEOLF��$OWKRXJK�PRVW� FULVHV� LGHQWLILHG� E\�





13 
 

KLJKHU�� 7KLV� ORJLW� KDV� WKH� ORZHVW� $8&� RQ� WKH� WDEOH�� VXJJHVWLQJ� LW� KDV� UHODWLYHO\� ZHDN�

VLJQDOOLQJ� SRZHU�� 7KLV� HPSKDVLVHV� RXU� SRLQW� DERYH� WKDW� FULVLV� FKRLFH� DIIHFWV� WKH� PRGHO�

VHOHFWLRQ�FULWHULD�DQG�VWUHQJWKHQV�RXU�YLHZ�WKDW�ZH�VKRXOG�WDNH�H[WHUQDO�FULVLV�GHILQLWLRQV�VXFK�

DV�&DSULR�HW�DO��������DQG�/DHYHQ�DQG�9DOHQFLD��������UDWKHU�WKDQ�FRQVWUXFW�RXU�RZQ�DW�WKH�

VDPH�WLPH�DV�VHOHFWLQJ�WKH�GDWD�VHW����

Table 4 The Laeven and Valencia Crisis Definition  

�
Laeven  
Base Total Credit 

Consumer 
Credit BIS Credit Gap 

 1981-2016  � �
Current account (-1) -0.0738 -0.0720 -0.0792 -0.0717 

 0.290 0.299 0.257 0.300 
Capital(-1) -0.4896 -0.3691 -0.5487 -0.5102 

 0.000 0.000 0.000 0.000 
Real House Price Growth(-3) 0.1068 0.1463 0.0724 0.1014 

 0.004 0.001 0.090 0.014 
Liquidity(-1) -0.1344 -0.1382 -0.1286 -0.1308 

 0.000 0.000 0.002 0.001 
test(-1)  -0.0162 -0.0041 0.0083 

 � 0.874 0.967 0.913 
test(-2)  0.0081 0.1647 -0.0172 

 � 0.946 0.241 0.888 
test(-3)  -0.1614 -0.0970 0.0264 

 � 0.100 0.346 0.728 
Area Under Curve (AUC) 0.7441 0.7722 0.7171 0.7485 
Direct Call Ratio (DCR)     10/14       11/14      10/14   10/14 
False Call Ratio (FCR) 31.43 28.57 31.1 32.04 
1RWHV�DV�7DEOH���

,Q� 7DEOH� �� ZH� WXUQ� WR� HYDOXDWLQJ� RXU� PRGHO� XVLQJ� WKH� /DHYHQ� DQG� 9DOHQFLD� GHILQLWLRQV� RI�

FULVHV�� ZKLFK� DUH� HVVHQWLDOO\� WKH� VDPH� RYHU� RXU� SHULRG� DV� LQ� WKH� VHTXHQFH� RI� SDSHUV� E\�

6FKXODULFN�DQG�7D\ORU�DQG�RWKHUV��DQG�KHQFH�ZH�FDQ�GLUHFWO\�FRPSDUH�RXU�UHVXOWV�WR�-RUGD�HW�

DO� ��������:H� UHSHDW� WKH�/DHYHQ�DQG�9DOHQFLD� UHJUHVVLRQ�IURP�7DEOH��� LQ� WKH�ILUVW�FROXPQ��

DQG�WKHQ�DGG�WKUHH�ODJV�LQ�UHDO�WRWDO�FUHGLW�JURZWK�LQ�FROXPQ����7KH�SDWWHUQ�LV�WKH�VDPH�DV�LQ�

7DEOH����H[FHSW�WKDW�UHDO�KRXVH�SULFH�JURZWK�UHPDLQV�VLJQLILFDQW�ZKHQ�ZH�DGG�UHDO�WRWDO�FUHGLW�

JURZWK�DQG�WKH�%,6�FUHGLW�WR�*'3�JDS��ZKLOVW�RQO\�WKH�QHJDWLYH�WKLUG�ODJ�RQ�UHDO�WRWDO�FUHGLW�

JURZWK� DSSURDFKHV� UHDVRQDEOH� OHYHOV� RI� VLJQLILFDQFH�� � 1RQH� RI� WKH� ODJV� LQ� UHDO� WRWDO� FUHGLW�

JURZWK�ZRXOG�EH�NHSW� LI�ZH�VHTXHQWLDOO\�HOLPLQDWHG� WKH�YDULDEOH�ZLWK� WKH� OHDVW� VLJQLILFDQFH�

DQG�HVWLPDWHG�DJDLQ�XQWLO�RQO\� VLJQLILFDQW�YDULDEOHV�ZHUH� OHIW��&ROXPQ���KDV�D�KLJKHU�$8&�

WKDQ� FROXPQ� ��� DQG� D� EHWWHU� KLW� UDWLR� DQG� D� VPDOOHU� )DOVH� &DOOV� UDWLR�� EXW� WKH� JDLQ� LV� QRW�

SDUWLFXODUO\� ODUJH�� :H� FDQ� WHVW� IRU� WKH� MRLQW� VLJQLILFDQFH� RI� WKH� WKUHH� ODJV� ZLWK� D� :DOG�

H[FOXVLRQ� WHVW�� ZKLFK� LV� SDVVHG� ZLWK� &KL�� ����  � ��������� �SURE� ��������� 7KH� XQEDODQFHG�

VDPSOH�ZLWK�ODJV�LQ�UHDO�FRQVXPHU�FUHGLW�JURZWK�DOVR�JLYHV�WKH�VDPH�PHVVDJH�DV�LQ�7DEOH����DV�
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WKLV�YDULDEOH�LV�QHYHU�VLJQLILFDQW��DQG�QR�LQGLYLGXDO�ODJ�ZRXOG�EH�VLJQLILFDQW�RQ�LWV�RZQ��EXW�

WKH�LQFOXVLRQ�RI�FRQVXPHU�FUHGLW�UHGXFHV�WKH�VLJQLILFDQFH�RI�UHDO�KRXVH�SULFH�JURZWK��$�:DOG�
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PDUNHW�LQ�VXFK�VHFXULWLHV�LQ�*HUPDQ\�VLQFH�������,W�LV�KDUG�WR�PRGHO�ODFN�RI�ZLVGRP�LQ�SRRUO\�

UHJXODWHG�EDQNV��

7KHUH�DUH�RWKHU�FDXVHV�RI�FULVHV� WKDW�DUH�HYHQ�KDUGHU� WR�PRGHO��7KH�FROODSVH�RI�&RQWLQHQWDO�
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LQ�WKH�ODWH�����V�DQG�IURP������RQZDUGV��DQG�LQ�WKH�ODWWHU�FDVH�LW�LV�FOHDUO\�HDUO\�HQRXJK�IRU�

SURPSW�FRUUHFWLYH�DFWLRQ�WR�KDYH�EHHQ�HIIHFWLYH��,I�ZH�DGG�WRWDO�OHQGLQJ�JURZWK�WR�WKLV�PRGHO�

WKH�SHUIRUPDQFH�LQ�WKH�ODWH�����V�LPSURYHV��EXW�DIWHU������WKH�H[SDQGHG�PRGHO�VLJQDOV�OHVV�

VWURQJO\� WKDQ� WKH� EDVHOLQH�� ,I� ZH� EHOLHYH� ZH� VKRXOG� DGG� OHQGLQJ� JURZWK� WR� RXU� SUHIHUUHG�

H[SODQDWLRQ�DOO�RI� WKH�SDUDPHWHUV�FKDQJH��DV�ZH�FDQ�VHH�IURP�7DEOH����DQG� WKH� WUXH�GULYLQJ�
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Data Appendix 
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