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Summary 
• Origins of the two sets of crises differed in some respects, but they 

were broadly similar 
• The European crisis countries received more external financial 

support than the Asian countries despite the fact that the European 
crises involved more solvency issues 

• The reform programs in the European countries were less 
demanding and rigorous than in Asia 

• Three principal lessons: 
I. History will repeat itself 
II. Other countries have a stake in crisis preparation as well as 

crisis management 
III. The IMF should focus more on the Euro Area and less on 

its individual members 
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The origins of the crises were 
broadly similar 

Generally combined all four types of crises: 
(1)Exchange rates; (2)Sudden stops; 
(3)Debts (domestic or external); (4)Systemic 
banking collapses 

They also combined most of the classic seven 
vulnerabilities: (1)Macroeconomic 
imbalances; (2)Risky financing of deficits; 
(3)Doubts about policy credibility; (4)Fixed or 
semi-fixed exchange rates; 
(5)Microeconomic distortions; (6)Political 
shocks; (7)External shocks 
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Macroeconomic Origins 

  
  
Group 

  
Current 

Account* +  

Fiscal + Credit Increase ε Growth + 
  
Debt* 

  
Deficit* 

  
Percent 

Relative 
to GDP 

  
Rate 

  
Boom 

Asia (5) -4.5 32 1.6 88 24 7.8 1.2 

Non-Euro 
Europe (4) 

 
-12.5 

 
30 

 
-1.7 

 
172 

 
60 

 
6.9 

 
2.2 

Euro-Area (6) -5.8 68 -2.4 48 22 3.3 0.5 

Europe (10) -8.5 53 -2.2 93 43 4.8 1.2 
* Percent of GDP 
+ 1994-96 and 2004-06 
ε 1993-96 and 2003-06 4 

Some Facts 



Four principal differences 
1. Exchange rate regimes: pegged in Asia and 

largely pegged non-euro Europe, but locked in 
Euro Area 

2. Breadth of crises was more extensive in Europe 
than in Asia in terms of number of countries but 
with a smaller global footprint, excluding Italy and 
Spain 

3. Persistence of crises: much longer in Europe 
than in Asia 

4. Regional institutional constraints were not 
present in Asia, but institutions were constraining 
and incomplete in Europe 
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External financial support was on a 
larger scale in Europe than in Asia 

INTERNATIONAL MONETARY FUND TOTAL COMMITMENTS 

 
Group 

US Dollars, 
billions 

Percent of 
Quota 

Percent of 
GDP 

US Dollars, 
Billions 

Percent of 
GDP 

Asia (5) 38.2 810 4.0 107.9 9.0 

Non-Euro 
Europe (4) 

 
37.3 

 
1129 

 
9.0 

 
67.3 

 
21.0 

Euro Area  
(6)   132.1 2231 13.7 654.3 50.5 

Europe (10) 169.4 1680 11.3 721.6 37.4 
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Despite larger financial support the 
European crises raised more solvency 

questions than in Asia 

• Asia had stronger ex ante fiscal positions 
and better post-crisis growth prospects 

• Asia saw limited OSI and consequential 
PSI only in Korea 

• Europe has had PSI in Iceland, Greece 
and Cyprus and OSI as well in Greece, 
Ireland and Portugal 
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Programs in Europe have been less 
demanding and rigorous than in Asia 

 
1. More external financing – positive or negative 
2. More fiscal adjustment – essential in some cases, 

but perhaps too large 
3. Euro area monetary policy should have been easier 
4. Restructuring of the financial sector has not 

received the attention in Europe that it had in Asia 
5. Other structural reforms have been less 

comprehensive in Europe than in Asia 
6. Again, PSI has been more prominent 
7. Ex ante exchange rate policy mistakes in both 

regions but more consequential in Europe 
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Key was the preservation of the 
Euro Area, but 

• A comprehensive Euro Area strategy was lacking 
• The rest of the world allowed Europe to have it both 

ways – as individual countries and as a single entity 
• The Euro Area should have had 

o Conditionality on ECB monetary policy 
o Fiscal expansion in the stronger countries that 

counterbalanced restraint elsewhere 
o Commitment to a timetable for financial sector 

restructuring and creation of a comprehensive 
Banking Union 

o A credible financial firewall combining fiscal 
commitments that could be used to leverage ECB 
liquidity 
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The Europeans have inflicted economic 
damage on themselves and the world 
  
  

 Cumulative Growth 
( 1997-2000 and 2010-2013) 

Difference: 
Post-Crisis minus 

Pre-Crisis Country Group Pre-Crises Estimates Post-Crisis Estimates 

Asian Crisis 
  World 11.9 11.3 -0.6 
  Advanced 7.9 10.6   2.7 
  Emerging Market   17.5  12.5  -5.0 
  Developing Asia 20.6 17.0 -3.6 

European Crisis 

   World 14.1 10.8 -3.3 
   Advanced 7.6 4.2 -3.5 
   Emerging Market  20.9  17.7  -3.2 
   Euro Area 5.3 0.5 -4.8 
   European Union 6.1 1.4 -4.8 10 



Principal Lessons 

I. History will repeat itself 
II. Other countries have a stake in 

crisis preparation as well as 
crisis management 

III. The IMF should focus more on 
the Euro Area and less on its 
individual members 
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