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— Loan-to-value (LTV) cap

Countercyclical capital buffers/ Dynamic provisioning

— Leverage cap

Capital surcharge for Systemically Important Banks (SIBs)

“While our understanding of financial distress has much improved in recent
years, work in this area is still in its infancy. The conceptual and empirical

tools need to be developed further...”

Borio and Shim (2007)
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® Symmetric shocks lead to asymmetric adjustments
» Small booms lead to big crashes
» But adjustment after a price fall is smooth
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Dependent variable: Log of real GDP per capita (5-year average)

Log of real GDP per capita (lag)

Investment rate
Average schooling
Trade openness
Political stability

FX flexibility

FX flex * New millennium dummy

Constant

0.978 *** 0.972 ***
0.144 = 0.161 =
0.005 ** 0.003
0.030 *** 0.028 ***
0.001 ** 0.001 **
-1.031 ** -1.302 **
1:::(;.714 *;;‘)
0.076 0.137 *
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FX flexibility

Financial development

FX flex * Financial development

External debt/GDP

FX flex * External debt/GDP
Export/GDP

FX flex * Export/GDP
Financial openness

FX flex * Financial openness

()
-1.500 ***

-0.0002 ***

0.000*

\
’

(4)
-0.731*

(5)
-0.676

(6)
-1.248***

(_0.201%
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FX flexibility 297 .0.657 -0.758
FX flex*Dum(Excessive volatility) -0.714** -0.752**
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Emerging

Full sample Markets only
9) (10)
FX flexibility -0.758 -1.096 **
FX flex*Dum(Excessive volatility) -0.752** -0.700*
FX flex * IT regime 2.130* \'::’;255 -

*, O UHAIRYEIANIEDATISTALAMNLT DA 90%, 95% WAz 99% AR IAY

RANLING: WABLAG: AT Az 9auisiuadn g uaaasi tasniuangia




