


Structure	of	Euro	Area	Banking

Lightly	Capitalized	Core	Universal	Banks

Deutsche,	BNP	Paribas,	Credit	Agricole,	ING
Societe	Generale,	Commerzbank,	Dexia,	Natixis	

Better	Capitalized	Periphery	Commercial	Banks

Unicredit,	Santander,	Intesa,	BBVA

Loans



Mega-Banks	Expanded	Unsustainably
(Euro	area	bank	assets	as	a	ratio	to	GDP)
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Large	Universal	European	Banks	Exploited	
Internal	Risk	Models	and	Became	More	Fragile
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Basel	Ratio:	Tier	1	Capital/Risk	Weighted	Assets
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Structure	of	US	Banking	in	2002

Lightly	Capitalized	US	Investment	Banks

Morgan	Stanley,	Goldman	Sachs,	Lehman	Brothers,	Merrill	Lynch,	Bear	Sterns

Strongly	Capitalized	Commercial	Banks

Citi,	JP	Morgan,	Bank	of	America,	Wells	Fargo,	Wachovia,	
Bank	One	Corporation,	FleetBoston	Financial	Corporation,	U.S.	Bancorp

GSE
Mortgages



0

10

20

30

40

50

60

1980 2002

Securitizations GSEs Commercial	Banks

Source:	US	Flow	of	Funds

Banks	Sold Most	Mortgages	To	Markets by	2002
(Assets	as	a	percent	of	US	GDP)



Private	Mortgage	Securities	Surged	After	2003
(Assets	as	a	percent	of	US	GDP)
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Core	Euro	Area	Banks	Expanded	Rapidly	Overseas
(Assets	and	Liabilities	as	a	percent	of	GDP)



The	North	Atlantic	Financial	Boom

Lightly	Capitalized	
U.S.	Investment	Banks

Well	Capitalized
United	States

Commercial	Banks

Lightly	Capitalized
Euro	Area	Core
Universal	Banks

Euro	Area	Periphery
Commercial	Banks

Cross	Atlantic	Drift

Mortgages Loans

Mortgage	Assets

Repos



Costs	of	Global	Crises	Rose	With	Capital	Mobility
(Ratio	to	Global	GDP)
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Consumer	Credit:	Asset-Backed	Security	Stock
(Ratio	to	GDP)
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