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How did we get here?

• The (successful) anti-inflation journey from the 1970s 

• The ‘marketisation’ of finance 

• Naïve deregulation 

• Globalisation of capital flows 
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Economic wreckage
Trillions of US Dollars

Source: UN, MSCI
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The wrecks’ league table
As of 18 August 2009
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Global current account balances

Source: Datastream, FSA calculations
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US housing indebtedness

Source: US Federal Reserve
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UK housing equity withdrawal
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Percentage 
increase

Country 2008 2010 2008-2010

Canada 64 77 20.3 4.4

France 67 80 19.4 1.8

Germany 67 87 29.9 3.1

Italy 106 121 14.2 0.9

Japan 196 227 15.8 1.7

United Kingdom 52 73 40.4 9.1

United States 71 98 38 12.7

Gross government debt
Financial 

stabilisation 
costs as 

percentage 
of GDP

Public debt and stabilisation costs
In percent of GDP

Source: IMF
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How do we get away from here?

• The socialisation of risk / ‘moral hazard’ 

• How to encourage good (or just less risky) 
behaviour? 

• Financial markets that serve us, not the reverse 

• Credit - to whom is it due? 
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