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The views expressed in this presentation are the views of the author and do not necessarily reflect the 
views or policies of the Asian Development Bank Institute (ADBI), the Asian Development Bank (ADB), 
its Board of Directors, or the governments they represent. ADBI does not guarantee the accuracy of the 
data included in this paper and accepts no responsibility for any consequences of their use. Terminology 
used may not necessarily be consistent with ADB official terms. 



Episodes of financial market 
turmoil
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Characteristics of financial crises 

• All financial crises share the same core 
elements:
– Some type of shock

– Its propagation (how it spreads, incl. contagion)

– And the broader impact

• The underlying causes:
– Primarily microeconomic (e.g. bad banking)

– Primarily macroeconomic (e.g. recession)

– Primarily institutional (e.g. poor infrastructure or 
inadequate supervision)



Origins of the current crisis

• The trigger: 
– higher-than-expected defaults on US 

subprime mortgage loans (bad banking?)

• The propagation channel:
– From real estate markets to asset-backed 

securities markets to bank balance sheets to 
inter-bank funding markets to the broader 
credit markets to the real economy and across 
borders
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Exploring some important linkages
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Implications for policy
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Longer term strategic measures

• sound and sustainable macroeconomic policies;

• well-developed public infrastructure, including reliable 
accounting, auditing, and legal and judiciary systems;

• appropriate monetary controls to support sustainable 
aggregate economic activity and constrain major 
internal and external imbalances;

• sound regulation and proper enforcement

A critical role of policymakers is to ensure that 
the infrastructure of financial markets is 
sound:



OECD’s Strategic Response
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Good practices for an effective and efficient 
financial regulatory process
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THANK YOU 

Stephen A. Lumpkin, Principal Administrator

Financial Affairs Division

Directorate for Financial and Enterprise Affairs
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