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Global current account balances as a % 

of world GDP 

-2

-1.5

-1

-0.5

0

0.5

1

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

United States Germany+Japan Developed Rest

OPEC Developing Rest China

Source: IMF BOPS 

http://www.ineteconomics.org


Too Much of the Wrong Sort of Capital Flow |2 

Eurozone current account deficits: 2000 – 2008    
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Source: International Monetary Fund, World Economic Outlook Database, October 2012 
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US private and public leverage cycles 

Source: McCulley and Pozsar 
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UK household deposits and loans: 1964 – 2009  
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Measures of increasing financial intensity 

US debt as a % of GDP by borrower type 
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US financial sector assets 
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Categories of debt: UK 2009 

227 

1235 

243 

232 
Primarily productive investment  

Some productive investment and some 
leveraged asset play 

Mainly purchase of existing assets 

Pure life-cycle consumption smoothing 

Other corporate 

Commercial real estate 

Residential mortgage 
(including securitizations 

and loan transfers) 

Unsecured personal  

£bn 

http://www.ineteconomics.org


Too Much of the Wrong Sort of Capital Flow |8 

Credit and asset price cycles 
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Interactions between credit categories and 

effects 

Increased 
apparent 

wealth 

Reduced 
saving: 

increased 
consumption 

Increased 
price of 

existing real 
estate 

Increasing 
credit supply 

/ demand 

Equity 
withdrawal 
mortgage 
supply & 
demand 

Boom in new 
real estate 

construction 

Increased 
prices for 
new real 

estate 

Borrower and lender 
net worth, confidence 

and expectational 
effects 

 

http://www.ineteconomics.org


Too Much of the Wrong Sort of Capital Flow |10 

Categories of net capital flow effects 
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Net  capital flows and domestic credit cycles 

Total increase in credit and subsequent debt overhang a large 
multiple of the net international capital flows 
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Total cross-border capital inflows: 1980 – 2011  
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Source: Future of Long-term Finance, Group of Thirty Report, MGI, December 2012 
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Coefficient of variation of inward cross-border 

runs by type 
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Dynamics of increasing deficits in reserve 

currency economy 
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