Banking and Financial Crises



Tpamelikd Lootnua ko Kivduvol
Banking System and Risks



Y Ovon tpatellko) CLUOTHPATOC
> Tpdmeleg 1 xpnuorototwtikoi opyaviopol (banks or financial institutions)

» [.x.: Bank of America, Royal Bank of Canada, HSBC, Barclays, Credit Suisse,
Deutsche Bank, Credit Agricole, Goldman Sachs, MetLife, Metpaddg

> Kevtpkh Tpdmelo
> TpoBAéderc ayopaov (AET, xpnuotiothplo, Tetpéhono, deBviic owkovopio)
> Ave€dpTNTN VOMLOMATIKY TIOALTIKT
> Enifhedmn, éleyxog ko pOBuon tpameldv

» Emunpdobetol edeykTikol opyaviopol

> MM.x.: Emtponh Kepohowayopdg HMA (Securities and Exchange Commission,
SEC), European Central Bank (ECB), Treasury (Tmoupyeio Owkovoutkddv)

» KowoBouleutikn NopoBeaio
»> [1.x. Dodd-Frank 2010 HMA
> Aiebveic oupypwviec

» I.x. Basel lll



Tpdmelec

> [Siwtikol opyaviopol Ttopox g XPMILATOTLOTWTLKAV UTINPETLEOV

» Eidn tpamnelov

>

>

MNoapadooioké tpdmeleg: déxovion katabéoeig

Ykuwdeig Tpdmelec (shadow banks or nonbanks): 8ev 8éyovton katabéoeic

> Aecitoupyieg tpanelmv

>

>
| 4
| 4

Avopecolafntéc avdpeoo oe Tpoopopd ko {fTnon pevoTéTNTAC
Emevdutikol peoiteg, ovykévipwon TANpoYopL®dV, Heiwon K6oToug
Anpovpylon Ko LETAOXMIATIONEG TEPLOVOLAK®V oTouXelwy (assets)

Titohomoinon (securitization) kou Top&ywye (derivatives or secondary
securities)



MNapadooiakéc Tpdmeleg

> Aéyovtou kataBéoeig
> Eiobodnua ko képdn péow dovelwv
> Trdkewtow oe éAeyxo atd Tpanelikéc opxég

> Awouodvton kuBepvntiky vtootipln oe mepitTwon kpiong



loohoylopdc tapadootakov Tpatelov
» Mabnrikd
> Katabéoelg
> I8 kepdhowa
> Advela atd XpNUATOTULOTWTIKEG ALYOPEG
» Evepynuikd

P> Advela o€ VOLKOKUPLE KO ETILXELPTIOELG

» Emevdioeic oe tithoug
> Opodhoyo kuBepviioewv Ko eTXelpoewV
» [MoAUTAokal eTevduTIKS Tapdywya

> Mopdywyo acpdiions/avtiotdBuong



Y kLddelg Tpdmelec

> Aegv déyovtau kotabéoelg
> Ewoédnua kow képdn péow emevdioewv kol TLTAOTOINONG
> Aev umtdkewtal oe leyxo amd tpamelikéc opxéc

> Aev dikaolvtan kuPepvntiky utootplEn oe mepitTwon kpiong



loohoylopde okwdwv Tpate(wv

> E€optdrtal and eidog okiddoug tpdmelog

> .x. ocopohotikég eToupeieg
> Mobnukd: aopdhotpa atd ao@aAoTIkE cupBdlaio
» Evepyntikd: emevdlosig oe tithoug

> [1.x. emevButikéc eTaupeieg
> [Mabntkd: petoyikd kepdhao

» Evepyntikd: emevdiosig oe tithoug



MNopadetypotar Tparte(wv
» Mapadooiakéc: Bank of America, CitiBank, Wells Fargo, Capital One, Chase,
Bancorp, HSBC, Deutsche Bank, Credit Agricole, Mewpoudg
> Y kidelc:
» Investment banks: Goldman Sachs, JPM Chase, Morgan Stanley, Citigroup

» Mutual and hedge funds: Goldman, JPM Chase, Morgan Stanley, Black Rock,
Fidelity, Vanguard, Bridgewater Associates, Citadel, (Madoff)

» Insurance companies: AlG, Metlife, Prudential, Allstate, Progressive

» Finance companies: Visa, Mastercard, JPM Chase, BoA, Morgan Stanley, Wells
Fargo, American Express, Goldman, BlackRock, Citigroup, (GMAC)

» Brokers: Charles Schwab, Fidelity, Etrade, TD Ameritrade



TitAotoinon (securitization)

> [Meplovotakd otorxsiow (assets) 1 xpnuoctootkovopukol Tithot (securities)
» [Mpwtoyevi, T.X. petoxh eToupeiog, opdoyo dnuociov
> Acvtepoyevr] (derivatives): Avtlodv alo ard to vokeipeva Tpwtoyevi
> Tithotoinom: pn pevotd mepovolakd otouxelo (illiquid asset) petatpémeton 1
petaoynuotileton ot pevotd deutepoyevh emevduTikd Titho (securitized asset)

> Mortgage-backed securities (MBSs): 8dvelo katoikiog (mortgages) amd
Tapadootokt Tov To Xopfynoe (originator) oe okiddN

> H okiddng petatpémel To TokETO OTEYAOTIKOV Saveiwv og kawvolpLo Kol eviaio
emevduTikd Tpotdv 1) Tiho, To MBS, ko to TouAdel oto gupitepo emevdutikd
Kowo

» O emevdutéc AopuBdivouv eloddnuo ard tae MBS, cov var éxouv autol Saveloet
Ta ke@&Aao otoug Sovelldpevoug

> Kébe meplovotakd otouxelo Tou yevwwd eloddnpo umopel var tithomownBel, ..
OTEYOQLOTLKA, SAVELXL ALUTOKWITWY, TILOTWTLKEG KAPTES

» Collateralized debt obligations (CDO): Ayopd pepidiov ot déoun daveiwv Tou
vrootnpilovton amd exéyyva (collateral) pewdver emevdutikd kivBuvo



Nott CDOs;

» Opyaviopor agloddynong motoAnmrikic wavétntoag (Credit rating agencies,
CRAs): Moody's, Standard& Poor’s, Fitch

> AZohoyouv tithoug pe Pdon Tubavétnra TAfpoug e&dpAnong (full repayment)
» Ou kK\d&oeig afloddynone Aéyovtau trenches
> Y rdviol oL Tpwtoyeveic Tithol pe TV vPmAdTepn aklordynon (AAA)
» [1.x. pévo 5% TNng TPOooPopPdLG ETILXELPTLOLTLKGV OROASY WV
> ‘Ouwg, oMol Beopukol emevButéc (institutional investors) umoxpewpévol vau
emevdlouv pévo oe AAA

» CDOs dnovpyolv tpoopopd AAA TopalydYwV, olkOLOL Ko oLV oL
Tpwtoyeveic Tithol dev elvo AAA

> Awxgpopotoinon piokou (diversification)

> To meprovolakd otoyela Tov utooTnPilovy To TAPEYWYO KTOPOUV VoL
kotoeoxeBolv oe mepittwon Savelakhg abétnong

> O xapunhéc alohoynoeg ocuAéyovtow oe CDOs vt atédoong ko
TwAoUVTAL Ot eTeVBUTEG e VPMAT) owvox T oTo pioko



[Méoo

aélémotec eivat ol a&loroynoelc twv CDOs;

Ye avtifeon pe tao AAA opdloya, too AAA CDOs Bedtiotomolodvton (ote vo
evéxouv to eNdixtoto Suvatd exéyyvo (collateral)

» o pupokivBuvae amtd AAA opdloyo

To ploko Twv AAA Ttapay®@ywv e&aptdtan omd tnv TbavéTnTa evdg
yevikeupévou apvntikol ook (negative aggregate shock), émewe pua kplon 1 pua
TTOON TWV TYLOV AKWNTWV

» ‘Evo Tétolo ook emnpedlel ToLutdYpoval opvnTIKA TToANoUG attd Toug
TpwToYeveig TitAoug

Ou opyaviopol a&lohéynomg éxouv

> Kof Suvatétnta poviedomoinong kol UTToAoYLoHoU LBLOGUYKPALTIKGOVY KwSUvwv
abétnone (idiosyncratic default risk)

> AMG 6xL ocvotnuk®dv kwddvwv (aggregate/systemic risk) 1 L8locuykpartikdv
ovoxetioewv



MBSs kar CRAs

» Investment banks mAfpwvayv otic CRAs yia vae AdBouv AAA aloddynom

» 2002-2007: Mévw and $3 tpwo ddvela oe subprimes petotpdmnkov o MBS,
CDOs vymific a&loréynong

> To 2008
> Autd to topdywye kortéypoday atddeteg dvw twv $500 dio
» CRAs peiwoov aglohéynon MBSs agiag $1.9 tpio

» Merrill Lynch tobAnoe CDOs agiog dvw twv $30 8o yio 22 oevtg oto $

» Mvuon ato emevdutéic

» First Amendment defense: a credit rating is an opinion protected as free speech
and requires plaintiffs to prove actual malice by the agency



[MAeovekTAUATAL TLTAOTIOINONG

>

vV v vV Yy

Aivel otov originator duvatdTnTaL VO oLPaLPETEL TLEPLOVOLAKA OToLXEloL oLt
wooloyiopd (balance sheet)

» Off balance sheet (OBS) items
» Tpdmnela eppavileTon KaAUTEPT, AV TAL ALPALPOVHEVAL ElVOLL KOKTC TLOLOTNTOLC
MepBpo yiaw véa ddvelal ko, eTtopévwg, képdn
Képdn auttd tou assets Tou TovAdel 1 peTapépel oTLG oKLWdELG
AVEnom TN Tpooyopdic Bavelwv otV olkovouio
Behtiwon agloddynong motornmrikic tkaevétntog (credit rating)

Meiwon emevdutikol kwdivou péow StapopoToinong xoptopuiakiov (pooling,
law large numbers)

Allotoinom texvoloyikific TtpodSou



MelovekTaTAL TLTAOTIONONG

> Y uuPélaua avdieoo oe Topodooiak ko oklddn Tpdmelo
> Bev vpioTavtan
> 1 dev eivan SraBéotpa oToug eAeykTéG Ko 0TO KOwd
» 1 Sev elvor koAt TtoléTNTOG

> ‘Apa, ToL KATWTEéPw dev eivau EexdBapar:

> [oAnon 7 petopopd 1M petofifoon Twv eplovolakdv otoxelwv omd
Tapadootokn o oklddM Ko, &pat, eLoddNUL Ko Loipoopd Tou

> Tworéynon tapaydywv (MBSs, CDOs)
> Toudtnta Tapay®ywv
> Awevbétnon oe mepittwon abétnong Tpwroyevdv daveiwv
> O okuddelc etvan aveléleykteg
> AvadopuBdivouy peyddo ploke e pdvo atdxo thv kepdookoTtiol
> Yuvtehobv otn dnuovpyiot XpNLATOTULOTWTIKAOV Kploewv
> Anpovpyodv poPAfpata nBkod kwddvou (moral hazard)

P> Aev éxouv kivntpo yiaw TtapokorotBnon kwdivwv mou avahouBdivouy



Allo oktwdwv assets mpoc AEI otic HIMA

FRED 4/ — Non-Bank Financial Institutions' Assets to GDP for United States
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Shaded areas indicate U.S. recessions. Source: World Bank fred stlouisfed.org

» Extipnon, yioti akpB1 otouxeio ev umdpyouy, kabde 1 adio twv
TITAOTIOLNUEVWY OTOLXELWV elval AYVwoTT

> Tepdotio péyebog, aveZéheyktog Topéag, kivBuvolr eAoxedouvy oTig okLég



Off Balance Sheet (OBS) otouyeia

» T oupPaiver/onpaiver étav évoe otouxeio yivetow OBS;
> Acv Eépoupe!

» ‘Eva otouyeio (asset, liability) mpémel va epgavileton otov tpamelikd
LooloyLopd bty

> H tpdmelo to kartéxel
» H tpdmela eivo vopikd vmevBuvn yiow ocutd
» Ewou mbavé, petpriowo ko meaningful
» Y towyeio yivetow OBS pe modAnon, petopopd, evorkioon...

» TloAnon eivaw o o Srapoavic TpdTog, YLoTl KaTalyp&geTal, YeEVWA eLoO8NUaL,
ko 8¢ dnpovpyel appiBolieg dloktnolog

» O &M\ol tpdToL eivar vepelmddelg

> Ko, kotd mdoa ubavétnra, ol okiwdelg Tpdmeleg kaTéxouv ToL Wod
TLEPLOVOLOKA oTolyelor oTov kdoo



A&l OBS tpamelohv HIMA

Commitments to lend
Future and forward contracts
{exclude FX)
On commedities and equities
Oninterest rate
Motional amount of credit derivatives
Standby contracts and other
opticn contracts
Oiption contracts on interest rates
Ohption contracts on foreign
exchange
Orpticn contracts on commodities
Commitments to buy FX
(includes SUS). zpot. and forward
Standby LCs and foreign
office guarantees
(amount of these items sold to
others via participations)
Commerdial LCs
Participations in acceptances
Securities borrowed or lent
Other significant commitments.
and contingendes
Metional value of all cutstanding swaps
Total
Total assets (on-balance-sheet items

1992
§ 12720

263
1.738.1
26

10127

4948
60.3

30155
1625

{149)
281
10
1072

B7
21220
5100758
§ 34764

003
§ 53989

1042
7.2098
1.0012

125395

1.2983
T67.3

43511
3489

(603)
242
05
8520

533
44,0827
§78.0328
5 76025

007 009
§ 72639 § 54063

2512 18632
21169 209958
158628 141123

209844 27.1662

40247 27140
27159 20015
100579 92125
11396 10985
{2205) (192.1)
297 225
ol 00
20522 10273
173.1 1517
103091 139.1266

§1767635  $2232214
§ ILI7&l  § 118227

W01+
§ 52346

3452
306349
139976

263328

44808
25395

153214
12575

(302.0)
242

00

9967
2243
1355558
$236,9453
$ 130699

Distribution
W12
23%

02
129
59

1
19
Ll
65

05

00
04
0l

572
100.0%

» Source: FDIC, Statistics on Banking, various issues



Y kLddelg Tpdmelec otnv Evpwmaikn ‘Evwon
> [eplovotokd otorxeior okiwdodv Tpatteldv Simhaoidotnkov 2009-2019, atd
25 oe 50 tpLo gvpw®
> TrepdimAdolo péyeboc amd to AEM tng EE

» Toug avikel 56% TwV TEPLOVOLAKOV OTOLYELWV TOU GUVOALKOY
XPNUALTOTLOTWTIKOU cuoThuatog tne EE

> Adveia og eTuyeprioelc and okiddelg dimiooidotnkay 2009-2019, and 15%
oe 30% ouvolikav Saveiwv



Tpamelikol kivduvol

» Emutokiokdg kivduvog (intrest rate risk):  Atakupdvoelg emitokinv

> Kivduvog aryopdc (Market risk): Mevikevpévog (aggregate) kivduvog, Tt.x.
Opeon
> Mwotwtikde kivduvog (credit risk): Aavelokn abétnon

> Ykuadne kivduvog (shadow risk): Aré tn diadikaoior Tithomoinong kou T
LELOVEKTNHLOALTA TNG

> Kivduvog pevotétnrag (liquidity risk): ‘EXNNewdn pevotdenrag, .. yio
LkorvoTioinoT avadfewv

> Yuvahhaypotikde kivBuvog (foreign exchange risk): Avakupdvoeig Ty
GUVOANALYLOLTOG

> Sovereign risk: Kivduvog eBvikfic xpeokotiog, t8iaitepar yior opdroya
dnuooiov

> Texvoloyikde kivduvog (technological risk): Amdtn, podpo xpfiper, Eémhvpa
xpripatog, Al (Bitcoin)



