Banking and Financial Crises



E€aopatiopévo Xpéoc kau MAnpoypoprakot Movikol
Collateralized Debt and Information-Based Panics



Ertaveéétoon mavikov: Mépa amnd Diamond-Dybvig

» Diamond-Dybvig e&nyel 1otopikoic ko Tpdoyatoug tpamelikode Torvikolg
» Qotdoo, mavikol evdéxeton va éxouv ko dAheg dlaotdoelg

> Mo Baoik? Sudotoon oxetileton pe to 8TL, OTIG puépeg Hog, LeEYAAO Wépog
Tou xpéoug eivau e§acpalopévo (collateralized)

» B ko emiyelprioelg Lmopov va Savelotolv eite antd B eite and
,
XPMMOALTALYOPES

> Aavelopde ot xpnpatoyopéc amortel xpfion exeyydwv (collateral)
» Ayopd& repos

> Ayopd (AB)CP



Repos (repurchase agreements)

» Repos eivou collateralized xpéog

> B (o Savelldpevoc) AauBdvel Ttpoowpvd kepdAao TopéyovTag eXEYYVo
(collateral), émwe opdhoya dnuooiov, MBSs % dAovg tithoug, otoug Fs

> B amomAnpdvel To ddvelo pe téko ko Topvel Tow To exEyYVo
> To 8dwvelo eivar BpaxumpdBeopo, cuxvd g pépog

> Y upgwvio Sopnuévn oo opXLkn TOANOY eXEYYVOV, pe Sikalwpo
eTavayopdic o ouykekpuévn Tin (Tou epthouBdvel eTiTékLo)

» Reverse repo to avtiotpoyo ocupuPdiaio



[Loctl elvall OMUALVTIKA TOL repos;

> Ayopd repos givau tepdotioe. To 2006:1
> S uvolkt a&loe cupEwVLOV repos kow reverse repos ftav $5.7 tpio
> Huepfiota a&io cuvalaywv ftav $1.6 tpio

P> Autd ta voduepa dev KaAITITOUV OAeG TIG CUVAANOLYEG, TT.X. ATEd OKLMOBELS

» Repos ouviiBwg xpnuoatodotobvtal amd opdbroyo dnupociov ko oopaléotepal
MBSs (kaMic TotéTnToG)

> ANMG& Tpwv TNV kplom dpyloov va XpmouLoTotodvTo ko o puokiviuver
MBSs, CDOs (subprimes)



Margin calls

> Margin (haircut): exéyyvo Tov o dovel{dpevog Tpétel vo katoBéoel Tpog Tov
daveloty, Yo e&ao@dAon Tou TLOTWTLKOV plokou Tou avadafBdvel o
Savelotg

» Avo €ldn margins:

> Apxwd (initial, IM)

> MetaPAntéd (variable, VM), ouxvd ot petpmrd
> Ye kpiom, davelotég {nrovv eunpdobetar VM (margin call)
> Noyikd, kabdg To ToTwTkd Toug pioko aLuEdveTon

>0 . , . , , .
pwg, emdewdvel Ty kplom, av o Sovellduevog dev éxeL emapkn pevoTdTNTAL
YLOL VOL LKOLVOTIOLHOEL TNV atdENom Tou margin



[Mocvikde otV ayopd repos

> Gorton (2010): To 2008 éywe TotvikdG 0TV oyopd repos

» Emeldt] to mpoypotikd péyeboc tne ayopdic repo eivan dyvwoto, dev Eépoupe
Vv akpBr éktaon

> AN, yioe TtapdBetypo, éotw étL to repo market frav $12 tpio kow bTL TaL
margins avgRBnkav and 0 oto 20%

> Téte, to Tpamelikd clvotnpe O yperaldtav dpeoa $2 tpio



Repo margins/haircuts

Average Repo Haircut on Structured Debt
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> YTy TpayaTikéTNTA, T margins oughBnkav oto 45% ko M oyopd T ywoe



(AB)CP
ABCP: asset-backed commercial paper

ABCP eivou BparyutpdBeoun emévduon tithwv pe AMEN 90 nuepmdv

B exbidel tithoug ou vrootnpilovtal amd @uotkd TG kePdAao we eXEYYVO

vV v v v

‘Evat amd tow peyaditepa péoa xpnuotayopds, and &modmn cuvolkng ogiog

v

Mo etoupeieg vPMAic ToToANTTIKYG WkawvdTnTag, PONVSTEPO Vo SaveloTovv otV
ayopd Xpfoatog Topd and B (amopuyh pubuiotikod kdoToug)



MNowvikde otnv ayopd CP
Qutstanding Asset-Backed Commercial Paper (ABCP) and Unsecured Commerci

Paper
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Souree: Federal Reserve Board.

» Meiwon ocuvalayov CP
> Aéyw avnouxLdv 6TL To Ttpoopepdueva exéyyva dev ftav kadfig Toltntog



Repo runs 8ev sivar akpiae DD run

» To undderypo DD Sev epoppdleton akplfodc oe repos ko ABCP

> Audt To collateralized ypéog eivow Suovpopetikd amd Tapadooiokéc katabéoeig

> Katobéoeig mpootatedovton ard tn ouvolkn epovotaky aio tng B

» Collateralized ypéoc mpootateveTal amd emuépoug TepLOVOLakd oToLyEloL
(wbévo autd Tou XpnoipoTotiBnkay we exéyyva oto oupBdiouo)

> ‘Apa ou kartabéoelg g Tpdmelog kvduvelouv amd runs ov KAovioTel M
eumiotoobvn oty tpdrela 1| oto cloTNUA

» Collateralized xpéoc kw8uvelel amd runs av kAowviotel 1 epmiotoodvn oe
ké&Tolo ouykekpLuévo exEYYvo, OTwg T.X. oL tithor MBS

» ‘Apa, runs oto collateralized ypéoc pmopeil va éxouv dAeg outieg



Ex€yyvo ko tAnpowdpnon

> Exéyyvo ouPAdver TpoPfAiuato TAnpowdpnong

> Arné tn oty Tou to Sdvewo elvon e&aopadiopévo e exéyyvo, o F
xperdleton pévo pa yevikn 8o 6t M adial Tou exeyyvou uepPaivel To oG
Tou daveiou

> A xpetdleton vau E£pel T TEAVTAL YLOL TNV OLKOVORLKTY KaT&otaom tne B 4 yia
to ¢ M B Ba ypnouwomotioet to ddvelo

> >t pdln, oculhoyn TANPoYopLdV Yol Toug Sorvelldpevoug eiva Sartarvnpn
Suadikooior (emtiPAedm, edeyktée, Aoyiotée, dknydpt, SikaoThpLal K.AT.)

> Exéyyvo Sievkohlvel pot| Tiotwong pe e€otkovdunomn kdotoug TANPowdpnong

> Apa, cupPdraia eyyunuévou xpéoug dev elvar guaioBnTar otV TANpPodpnon



Md¢ ékavary TOoeC CUVOANALYEC XWwplc Vo EEpOuV TTOAAL;

> Y Tic ayopéc repo yivovtav ocuvalayéc TpLo

» Mapdblo ov toe MBSs fitav adlouparv ko 1 TLordynon toug Sev fToy
kortoevonty o0te amd ednfuoveg tng Wall Street

Ek twv votépwv, Tapatnpntéc to Pprikav Tepiepyo
Mg ékavay téoec cuvalayéc Xwplc v Eépouv oxedoby timota;

MATwg 1 adlal@dvela TV aYop®dv HTOV KAAVILOL YLOL OKOTEWEG CURPWOVIEG;

vVvyVvVvyy

7 .
OXL OLVOLYKOLOTLKOL

» Holmstrom (2015): MBSs ocav evexupodavelopde pe ToAld Xpuod KOOSUALOTOL

» H ektipnon oAV Xpuoov Koounudtwy sivor odtoupavic



EvauoOnola exeyydwv mpoc mAnpowdpnomn

» H ayopd repo eivou oxediocopévn étol dote, Aoyw ENewdng evonoBnotog
Xpéoug Tpog TANpopdpNoT, oL emevdutéc e Xpetdleton va Eépouv TNy akplf1
adlo Twv oXETLKOV eXEYYIWV

> Emeld oL atyopéc eLolkovopodv we Tpog To kdoTog TANPoYSpNoNG, M
adlocpdvelal propel vau etvor Bototkd TpoaTtatoUeVo YLl SUVOAAALYEG

> ‘Apo, n adoupdivero Sev eivar avwpaiio
> Y& kavovikég Teptddoug
> H adiapdveia exeyybou Sieukolbvel pevotdTnTal ko cUVaANaLYEG

» H pevotdtnra otig ayopés Bpoyumpdbeopov xpéoug Baoileton oe
overcollateralization, kow éxL oe Satavnen cuhhoyt TATpPoYopLOY

» Etumhéov, emiBoln Siopdvelag popet éxel aveuBiuntee euntwosig



Kplon: Exéyyvo yivetan svaicOnto mpoc mAnpopdpnon

> T ylvetow ov éval apvnTikd OOK WELTEL TNV ovalevopevn ol exeyydwv;
> Ocwplo kpioewv Holmstrom-Gorton

> Y e kplom, Fs umoxpewvovtal va gulhé€ouv TATpopopiec Lo Bs kow exéyyva,
o€ Lo ovyopd Tov Sev eivo oxedlaopévn Yl autéV TO OKOTO

> Av to exéyyvo yivelr evaioBnto otnv TAnpowdpnon, Téte N adlapdvela
Xelpotepeel TNV Kkpiom



MBS éywav svatoBnta otnv TtAnpowdenon

> Apx kpiong 2007: Ayopéc dpxioov var avaryvwpilouv to pioko ota MBS

> Aio MBS émeoe ko amoddoeic éywvov o offéfouec

> Zopwikd, ot TeplBéAhov oxedioopévo va epmodilel Tnv atokdAudn adLdov
Kol TLQV, eTevdutéc dpxloay vor avnouyouv yia ogio Twv MBS (twv Ttk

XPUOOLPLKDV)

> Ti ouvéfn otnv kawvétnte xpeoAndiog Twv tpameldv;



Spreads delktn MBS (ABX)
ABX 7-1 Spreads

Percentage Poinls
20

10

FEPLELLL LSS

> Spread (Slapopd amdédoone Tapaydyov amd amédoon Thill) : pétpo plokov
» ABX: Agiktng 20 subprime residential mortgage-backed securities (RMBS)



MNavikéde oto collateralized ypéoc Aoyw afefandtnroc
» ‘Onwg tpofAémel n Oewplor, Fs ékavay runs og exéyyva peyaldtepov piokou
(vl oe pepovmpéveg tpdmeleg, dmwg oto DD) arnd péoo 2007
> Geanakoplos (2009): MpokukAk? wdxAevon Aéyw petofordv afeBordtnrog

» Bad times — 1 afeBowdtnroc — 1 amootpowric piokov — | pdxAevong —
dLéykwon kpiong

> Kokdor pdyAevone: Movikédg oe collateralized xpéog étav doxnuo véo
» Geanakoplos tapdpora Bewpio pe Gorton-Holmstrom
» [MpokukAk?} pdxAevon:
> Ouunbeite: Xe kplom, xounAdrepog Tholtog Fs, dpa peiwon avelopot mpog Bs

> E8¢ emiong: e kplom, ad&nomn afePondtntog (ko artooTpogthc Tpog ploko) ot
Fs, &pa peiwon dovelopot mpog Bs



Egpappoyny Bewpiov ovikol
> ‘Apa éxoupe Svo Bewpieg ToVIKGOV
» Diamond-Dybvig (DD): Run ot ouykekpipéveg tpdmeleg
» Me avaopdAioto BpaxunpdBeopo xpéog

> Me aopoliopévo xpéog aAA& oV UTEdpXEL KivBUVOG KATAOXEONG EXEYYVWV OF
TepITTWOTN XpEOKOTILOLG

» Holmstrom-Gorton-Geanakopos (HGG): Run ot e§acpadiopévo xpéog
> Me agiohédynon exeyydwv vitd ofefoudtnro

» To mpddto run elvoi ToOAD Eapvikd, eved To delTepo o oTadlokd



Entaveéétaon run Bear Stearns

> Y ta péoa 2007, broker dealers émwe n Bear Stearns, Baoilovtav oAb oe
XpnpotoddTnomn péow repo

» Bear eiyxe ™ xopnAdtepn pevotdrnto and dhovg toug broker dealers

» TéNn 2007 dpyioe run ota Two pubokivduva repos, pe amotédeopo adEnon
ATOUTNOEWV PEVOTOTNTAG ALTLO ETEVOUTEG

» Bear fitav 1 wo ektebeipévn otov kivBuvo pevotdtnrog

> AndAetec otnv ayopd MBS ouv avEnuévec amoutfiosic peuotdTnroc tnv
épepav oto Yelhog Tou Ykpepo



E€eldikeupévol emevdutéc siyav o1 k&ver HGG run

> Kémota topeion xpnpotoryopdc (money market funds), m.x.to Reserve Primary
Fund, ouvéxioov va Saveilovv otnv Bear évavti o pupokivBuvwv exeyydwv

» Money market fund (MMF): E{So¢ mutual fund, emevdbel oe BporxumpbBeopoug
tithoug, ABCP ko &A\a cash equivalents

» To Reserve Primary Fund xpeokémnoe apydtepar, ko n Ty Tng petoxfc Tov
émeoe k&tw amd éva BoMdplo (broke the buck), ewioydovtag Tov Tovikd

> AN oL o e€eidikeupévol Savelotée, dmwg n Goldman, eixav %81
otopatioel Tehetwe v Saveilouv otnv Bear

> Md&Mov emeldn HEepav 6L 1 Bear avtinetdmile peyddovg kwdlvoug

» [Mpootacio Saveloth Topéxetan ard exéyyve ouv @hun/évopo dovelldpevou



2 tn ouvvéyeta €ywve DD run

» Televtaieg pépeg Tutkd DD run

» Emevdutéc, émwe hedge funds mou AduPavay brokerage ummpeoieg amd tnv
Bear, dpyloov val avalp@TloOVTaL YLoL TNV OLKOVOMLKT TTG KATALOTOLON KOl VOL
ATOGVPOUVV KePEAOLOL

> Emumhéov, repo emevdutéc puyav Adyw @oBwv 6Tl T eXEYyuaL YLoL ToL repo
Oa mdywvav ota Sikacothpla XpeokoTiog

» Avutol oi péBol kabioTobv, ToUA&XLOTOV TIPOTWPIVEL, TaL repo ddvelal TaLPSLOLOL
pe avoopdAioTo ddvelal



Katdppevon Bear Stearns

> Ytic 07/07 m Tyuf petoxfic Tng Bear Aoy $140
» ‘Emeoe ota $80 péypl 02/08

> >ta $60 péxpr 11/03/08

> Y xedév oto undév wéxpL 14/03/08

> [Ntoon Tpev eivow xopaktnplotikd evég DD run

> Ytic 16/03/08 n Bear e€ayopdotnke arnd JP Morgan Chase, oA\ pdvo oupod
to Fed oupypdvnoe vaw kahdder atddeleg Twv TiTAwv oto TopTopdhio tne Bear

» Apyik1 Tpooyopd tng JP Morgan fitawv $2 tn petoys

> Meténerta avéfnke o $10 avd petox, yio vaw ao@Uyel pivuon amd Toug
petéxoug tng Bear



Credit default swaps (CDSs)

>

>

Ev8eyxduevn petdppoon: Mpoemdeypéveg avtoalayés ToTOOEWY

Acpaliotikd Tapdywyo/cupPdiono: O TwAntric amolnuidvel Tov oyopaott
6ty oupPet TpokaBopilopévo ToTwTIkS cUBA

> Avtadoy plokov, amd ayopoott og TwANTY

» Emevdutéc, T.x. tpdmeleg, ayopdlouvv oupPdiona CDS amd aopaliotikéc

> AyopaoTHc TANPOVEL AoPdALoTPA oTOV TWANTH péxpL T AREN 1) uéxpL Tnv

vhoToinon Tou TPodilayeypopévoy TLoTWTKoU cupBdvtog

» Av vlomoinOei to oupPdy, o TwANTic Aol NULOVEL TOV ALYOpoLoTH

> Ye avtiBeon pe &M acopohotripie oupPdlana, o ayopootiic CDS 8e

xpeLdleton var katéyel Toug uTokeievoug Tithoug

‘Etot, 1 adio Twv ovpPolaiwv CDS unepPaivel T ouvolikn adia Twv
EKKPEROV TITAWV

AléTovta attd ToAD Alyoug kavoviopolg, ko dev UTdpYEL KEVTPLKS
eTuPAémov SlolknTikd dpyoavo



Case study: American International Group (AIG)

> AIG: Aebviic aopadioTikt eToupeio
> Meyalltepn ko ToAuTtAokdtepn amtd Lehman

» Tpw tnv kplom, éypodov cupPdiona a&iog ekotovtddwv Sio CDS yio
mpootaoio évavtl oto ploko abétnone titdwv MBS

» CDSs on CDOs

> Eixe aopadioer Goldman, Morgan Stanley, Bank of America, Merrill Lynch,
Sekddec evpwmaikéc Tpdmelec

» ‘Opwg, TopdAAnAo
> Aev aydpooe péoa avtiotdbuione piokov (hedging)
P> Acgv kpdtnoe eopkn pevotéHTNTA
> Aev elye kalfig TodtnTog (Sl ke@dAao
» Emévduoe oe MBS

> Y pdhpata (risk management failure)  nBukée kivBuvog Aéyw amoppiBpuong
ayopdc CDS (deregulation);



MNovikde otnv AlG 2008:H2

» ‘Otov tpéc MBS dpyrioav va égtouv, kdtoxolr CDS {Atnoav epappoyi
oupBolrainv ko aolmuiwon

» Emedy AlG eixe aopadiosl peyddo toocootd emevdutmv, dev eixe pevotdTnTa
YLl VoL Toug LkawvoTotfioel GAoug

> ‘Etol, tepdotian adEnom tne ékBeong oe ploko yia tpdmeleg, emevdutikéc
tpdmeleg, aopalioTikég etaupeieg ko kdbe eidoug emevdutéc Tov eiyov
ayopdoel acpddeta and AlG

> 16/09/08: Kotdppevon AlG
> Ané $441 dio tithwv AAA, $58 Bio fitoy Séveio subprime

> Trofdbuon agioréynone (downgrading) AlG, kpion pevotédTnrag



Avdowon AlG

» 17/09/08: Fed mopépBoon Sidowong
> Bernanke: H mo kployun tpdmela ko otiyps (too big to fail)
» Amnélvoe ko avtikotéotnoe CEO
> ‘Edwoe AlG mokéto Sidowong 1279 dio

» Méow Troubled Asset Relief Program (TARP), emitpdobeta okétar Sidowong
oe Oheg TG peydeg Tpdmelec Tov eiyav ayopdoel aopdheia ard AlG

> 03/09: AIG é8woe bonuses agiog dvw $165 ek oo apevtikd, ko dvew $1,2
8L0 ouVOALKA



CDS pdroc yia e€dmiwon kpiong otnv Evpomn

>

>

Evpwraikéc tpdmeleg ko dANou emevdutéc eiyav emiong ayopdoer MBSs kau
CDOs amné tpdmelec HMA

Otav éokaoe 1 povoka otig HIMA kou émeoov oL Tyuég kartowkiog ko TiTAwy,
dpxLoe va petdveton ko m koBapr agla evpwtaikmv tpareldv (MKA)

» Q¢ ovvémeia, | pevotdtnrog — J daveiwv — | | — | Y — | L otnv Evpoomn

> Toutdypova, TTodhol emevButég elyov ayopdoer CDS évavti

eBviktic/Snpooctovoutkic xpeokoTiog TG EVpwTAik1G TepLpépeLag

H 8udxvon tng kpiong twv HIMA Snuolpynoe mpbdboyopo £dopog yraL Tnv
évapgn tléyov oe avtd tae CDS

» OuunBeite: eivon oL Ttovikol Tuyaia yeyovédta,;

H 8npootovopukt Sldotoom XELpOTEPEVOE TN XPILATOTUOTWTLKY SidoToon Tov
TpoPAiuatog k.o.k. (feedback loop)



CDS ko dnuootovouilkt kpion Evpomnc

IRELAN{DS

PORTUGAL
PROBABILITY OF DEFAULT
Mooy ez s51% M 33% 28% .

SOURCE MARKIT

» CDS ebvikob Savelopot



CDSs, ofefortdTNTar Ko GLUTOEKTIATIPOVLEVES TPOYTTELEC

» Avyopaotic CDS éxel kivitpo var ouvteléoel oty vloToinon Tou ToTWTLkoV
oupfdvtog, Tpokeévou val TANpwOel

> T.x. péow dnuovpyiog Ttorvikod ko SLédoong @NHUNG OTL Lot CUYKEKPLLEVT)
XOPOL TPOKELTOL VOL XPEOKOTIHOEL

> Yav va B&lec pwtid oto oTmitt oou yia va cUANEEELS TV aLo@AeLaL

> Anuoupyiot TOVIKOU OYETIKE e TNV TLOTOANTITIKT KATAOTAON XWPWV, OOTE
o0 eTukelpevog Tavikdg var autoekTAnp@oeL Ty Tpopnteiar abétnong xpéoug
Ko vor Tupodotroel ekmAfpwoTn cupPolaiov

> Ae xperdleton v aBetnBel bvtwg to Xpéog, apkel va dnpovpynBel
afePoudtnra Yo evdexduevn abétnon

> Tlb6yoc oe CDSs éxeL mapatnendel ko oe dANeg TEPLTLTAOOELG

» To 2012, n JP Morgan éxaoce $5 8o oe CDSs mov movtdpilav 6tL 1 olkovopio
twv HMA Ba éByauve obvtopo amd tnv Vyeon



