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%�����������!��'�������!��&��� �������! �)�!('!*���'����'!� ������,'����+! �'��
���� �!��0��,� +�'!*� �!� ���!��� �'�� ��,��� �� '�� �,� .' �� ��!��� ,� �� &����  ��
�3"��� �!,� �33��#� %.�� �� ��!� '-�� ,���!,�! � -��'�)���� ���� +��,1�  ��� �� '�� �&
)�!(�;� ���!� �������  �� ��!,'!*� �!,� �! ����'��� )�!(�+� �'��� ���� ���' �#� %��
�/���!� ��0� -��'�)���� ����  ��� ��**�,� ,���!,�! � -��'�)��<� ��**�,� �����! �*�
���!*�� '!� =
�<� �!� '!����� �+���'��� -��'�)��� ���)'!�,� .' �� ��**�,� �**��*� �
'!,�) �,!���<��������'! ���� ��� ���+���'���-��'�)������)'!�,�.' ����**�,��**��*� �
'!,�) �,!���<��!,���,���*+�� '�!�,+��0#�%���'!!�-� '�!�'!� �'��������'�� ���+��
�&��+���'���-��'�)����)���,��!���������!��'��&������ �#

�����,'!*�  ��  ��� ���+� �<� �'*�� '!,�) �,!���� ���)'!�,� .' �� !�*� '-�
��������!��'�� �+���'���� ��! �')+ �,�  ��  ��� ����! � )�!('!*� ��'���� '!� �.�,�!<
���.�0��!,��'!��!,#������ ����&&�� ���&� ��������,'!*�&'!�!�'����')����'>� '�!��!,
��!,'!*� )�����!� )�!(�+� �'��� �!,� ���!� ������� ��!� )��  ����,� '!�  ��� ���+� �#� %��
���!��� �'��  �� '!*� ,',� !� � '!,'�� �� ,'��� � �&&�� �� �&�  ��� �/���!*�� �� �� ���  ��
 ������&� ��,���!� ���)�!('!*���'���#
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!�'���� ���+(�'�������'  AA���!(('(�''�'�!��0! 0A��+� �'���<����@�����@���+������#
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�'!�!�'��� � �)'�' 0� '�� '���� �! � &��� ��+!,� ���!��'�� *��. �#� � � '�� ����� �
�����!,' '�!�&�����!,+� '!*��&&�� '-�����!��'�����'�0#��!� ���� ������!,<���� �)��
�!,�� ��!*���������!��'����  '!*�'���!���&� ������!��� �!����&�&'!�!�'���� �)'�' 0#

%�'���+ +���'! ��,���!,�!���'��*�!�����0���(!�.��,*�,#�%�����!��E+�!�����&
&'!�!�'���&��*'�' 0���-��)��!�,���!� �� �,�'!���!!�� '�!�.' ��!+����+��)�!('!*
��'����  ���+*��+ �  ��� .���,<� '!��+,'!*�  ����� �&�  ��� ���,'�� ��+! �'��� '!�  ��� ��� 
,���,�#�%��� ��'���� ��-�� ����� �,� ��-�����.���,.',�� ���'�'���� � +,'�����!0� �&
.�'�����-��'!��+,�,��& �!� ������,'����+! �'��#�%�'��� +,0�&��+�����!� ����� �� 
&'!�!�'��� �')����'�� '�!� ���'�,� �!,�  ��� �+)��E+�! � ��'�'�� ��'��,��� '!�  ����
��+! �'��#

%����� !�� 0� �/���'�!���� ��-�� ���.!� ��.� '���� �! � ' � '��  �� &'*� � &'!�!�'��
&��*'�' 0� �!,�  �� ���-�! � ��-���� &'!�!�'��� ��'���� &���� ����*'!*#�%�'�� '�� !�.� ����
+�+���0� �(�!�'! ������+! �'!� �����! ����)�!('!*���*'��� '�!#�����'!� �!��<� ����� 
�!� �����!(��&��'!��!,���E+'���� �����!(� ����� '�'�� ��'!���'! �'!'!*� ���� �)'�' 0
�!,����'�)'�' 0��&�  �����0��! ��0� ����!,��-������ &'!�!�'����0� ��#��+� �������<
 ��� ��! ���� )�!(;�� �����!�')'�' 0� &��� &'!�!�'��� � �)'�' 0� '�� �& �!� ������'>�,� '!
���,'����! ����)�!(��+)�'�� '�!�#�

%����'���&� �'��� +,0�'�� ���!��0��� ��������!��&��� �������! �)�!('!*���'����'!
 ��� ���,'�� ��+! �'��� 8�/��#� �����!,9� )0<� ���!*� � ����  �'!*�<� )+'�,'!*� �!
���!��� �'�� &����.��(�  �� � ����'&'���  ��� ����� �&� ��������!��'�� &�� ���� '!
��+�'!*� �����'���#�%���&����.��(���+�,�)��+��,�.' ��,'&&���! ��'�(����!��'�����
��� ���! '�'�� �� ���� ���&�)�!('!*���� ���� �)'�' 0������ �! '���&��*'�' 0� �� ��'*� 
,���!,����-�! '-�����!��'�����'�0�����+���#

%�'��� +,0�'�� ���&'�� ��  ��� � ���!��0����'�+� �!��+��0� ���&�� ����)��'!,� ��
���,'�� )�!('!*� ��'���� �!,� )�!('!*� ��� ��� &��*'�' 0� +�'!*� ���!��� �'�� �� ��,�#
%����!��0�'�� '��,�!��&���  ���)�!('!*���� ���� '!� &�+�����,'����+! �'��1�
�!���(<
���.�0<��.�,�!��!,��'!��!,<�'!� ����3"����!,��33��#�%�������+! �'��������� ���
����*�!��+�����������!����!��'���.�����  ���)�!('!*���� ������,����,��'!�! 
���' '�!� '!� &'!�!�'��� '! ����,'� '�!F������&�  ���� �')����'��,�  ��� &'!�!�'������(� �
,+�'!*� ����3"��#

%����� �&�  ��� ��+! �'��<� -'>� ���.�0<� �.�,�!� �!,� �'!��!,<� �+&&���,� &���� �
��-����)�!('!*���'�'�#�?�!0�)�!(��&���,�'!���-�!�0<��!,��&&'�'���'! ��-�! '�!�.��
��E+'��,� �������' ��'>�� ���)�!('!*��0� ���#��!�0� �����������)�!(��.���������,
�!,� ��'������ ���'E+',� �,#�� �������)����)�!(��.�������*�,�.' ����� �(�!��-��
)0�� ����)�!(�#�

	'�' '!*� ���� +,0� �� ������,'����+! �'���*+���! ���������� '-��0��'*��E+��' 0
�&�����*�!��+��,� �#�����'!� �!��<�' �'������')��� ��+������!�������!,�)�!(�+� �0
,� �<�.�'�������.��&��������!+�!����'!� ����'� +����&�)�!('!*�� ����� ��!�,���� ��
)�!('!*���'�'��,+��0�-��'�)��������!�0�+��,�'!�� ����� +,'��#��!� ����!�-�� 0
'��  ��� +��� �&� �+���'��� -��'�)����  �� �/���'!� ��.�  ��� ��'���� *� � � �� �,#�%�'�� '�� �!
'���� �! ���� ��&��/���!� '�!�)���+���-'� +���0��������!��'� �� &�'��,�  �������� �0

������������������������������������������������
�� ����  ��� �+�-�0� ,�!�� '!� ��!!�� '�!� .' ��  ��� G��(����� &��� ��!5�+���-'���0� ��! ���� ��!(�� '!
���*�����!(�8 �����! ����)�!(��&����.�09<��D6��+!������1��'!+ ����&� ���.��(���������!*�,�)0
���*�����!(<������� ��)�������#
��:�'(('����(�!(0�A1�%������,'����+! �'��;���!('!*���'���� �!,�  ���	����!��	���!�,<���!(��&
�'!��!,<��'!�!�'���?��(� ��
���� ��! <�G��('!*��������2��<��6��+!������<��#�"#
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&������ � ������!��'��������'�!�'!� �������0��33��<�.�'���.������ '�+����0���-���
'!��'!��!,��!,��.�,�!#

%���� +,0��'*� �!� �*'-��+!'-������0�����'��)������+� ��)���+����&�' ����*'�!��
�'�' � '�!<�)+ �' ����+�,�� ����� ����-�����������'�������<��!,�' �'�� ����&�����&�*��� 
'! ���� �  �� ��������  ����� ���+� ��  �� � +,'��� �!� &'!�!�'��� ��� ��� � �)'�' 0� +�'!*� �
)���,����� ��&������#�?�!0��+���� +,'�����-������! �0�)��!��+)�'���,<������'���0
)0� ����?�#�

%���� �+� +����&� ���������'�����&����.�#���� '�!��������! �������)��(*��+!,
&�� ���!� ������,'��)�!('!*���'���<��!,������,�&'!' '�!�����  �������� �+���,��!#
�!� ��� '�!� 7�  ���  ����� '���� &����.��(� '�� �� � �+ #� �+��  ����� '���� ��������� '�
�!�����,� '!� �� .',�� �+�-�0� �&�  ��� �' ��� +��<� .' �� �� ���+� '!*� ����'&'�� '�!� �&� �
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Aggregated microprudential indicators Macroeconomic indicators
Capital adequacy

Aggregate capital ratios
Frequency distribution of capital ratios

Asset quality
Lending institution

Sectoral credit concentration
Foreign currency-denominated lending
Nonperforming loans and provisions
Loans to loss-making public sector entities
Risk profile of assets
Connected lending
Leverage ratios

Borrowing entity
Debt-equity ratios
Corporate profitability
Other indicators of corporate conditions
Household indebtedness

Management soundness
Expense ratios
Earnings per employee
Growth in the number of financial institutions

Earnings and profitability
Return on assets
Return on equity
Income and expense ratios
Structural profitability indicators

Liquidity
Central bank credit to financial institutions
Segmentation of interbank rates
Deposits in relation to monetary aggregates
Loans-to-deposit ratios
Maturity structure of assets and liabilities (liquid
asset ratios)
Measures of secondary market liquidity

Sensitivity to market risk
Foreign exchange risk
Interest rate risk
Equity price risk
Commodity price risk

Market-based indicators
Market prices of financial instruments, including
equity
Indicators of excess yields
Credit ratings
Sovereign yield spreads

Economic growth
Aggregate growth rates
Sectoral slumps

Balance of payments
Current account deficit
Foreign exchange reserve adequacy
External debt (including maturity structure)
Terms of trade
Composition and maturity of capital flows

Inflation
Volatility in inflation

Interest and exchange rates
Volatility in interest and exchange rates
Level of domestic real interest rates
Exchange rate sustainability
Exchange rate guarantees

Lending and asset price booms
Lending booms
Asset price booms

Contagion effects
Trade spillovers
Financial market correlation

Other factors
Directed lending and investment
Government recourse to the banking system
Arrears in the economy

Source: IMF (2000) Macroprudential Indicators of Financial System Soundness. Occasional Paper No. 192,
Washington D.C.
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Denmark: liberalization measures (Source: Danmarks Nationalbank)

Bank regulation:

– Until 1980 the commerical banks faced a bank lending ceiling.
– The banks have since 1981 been unrestricted in their choice of lending rates.
– In 1987 the Danish Parliament adopted the law regarding deposit insurance.
– The restrictions for international capital flows inside EU were removed by 1 January 1993.
– In 1991 the international capital rules (own fond directive) were implemented in Danish

legialation.

The deregulation increased the compoetition among Danish banks but did not cause an explosive
development in credit growth compared to the situation in other Nordic countries.

There are mainly two reasons for this. First, the deregulation was not as radical compared to the
deregulation in other Nordic countries. Secondly, the Danish banks were more accustomed to
operating in a competitive market than were the banks in the other Nordic countries.

Foreign exchange regulation:

The foreign exchange regulation was removed in 1988 after a gradual liberalisation during the
sixties, seventies and eighties.

Finland: chronology of selected liberalization measures (Source: Drees–Pazarbasioglu, 1998)

1982 Foreign banks were permitted to open subsidiaries.

1984 Banks were allowed to lend abroad and to invest in foreign securities.

1986 The average bank lending rate was permitted to exceed by 1.75 percentage points the
Bank of Finland base rate or by 50 basis points the average deposit rate on markka
deposits.

Later that year, regulations on average bank lending rates were abolished.
Long-term foreign borrowing by manufacturing and shipping companies was exempted

from exchange control regulations.

1987 The Bank of Finland began open market operations in bank CDs in the money market.
Helibor money market rates were introduced.
Credit guidelines were discontinued.
Requirements on down payments on housing loans and consumer loans were eliminated.
Restrictions on long-term foreign borrowing by corporations were lifted.

1988 Floating rates were allowed on all loans.
Banks were permitted to use long-term market rates as loan reference rates.

1989 A supplementary reserve requirement linked to lending growth was introduced.
Remaining regulations on foreign currency loans were abolished, except for households.

1990 Prime rates were allowed as loan reference rates.

1991 Cross-border short-term capital movements were liberalized.
Private households were allowed to raise foreign-currency-denominated loans.
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Norway: chronology of selected liberalization measures (Source: Drees–Pazarbasioglu, 1998)

1980 The rates for individual loans were not regulated; rather the average level was regulated
through interest rate declarations from the Ministry of Finance.

Foreign borrowing by banks was liberalized. Under the new foreign exchange legislation,
foreign currency exposure limits were established on banks; however, because the
Norges Bank provided currency swaps, this measure imposed no constraint on banks’
foreign borrowing.

1984 Supplementary reserve requirements were removed.

1985 Interest rate declarations were removed and interest rate monitoring was introduced.
The bond investment requirement was phased out.

1986 Supplementary reserve requirements were reintroduced.
The limits on the commercial and savings bank borrowing facility at the Norges Bank were

increased markedly.
Foreign banks were permitted to open subsidiaries.

1987 The supplementary reserve requirements were removed.
Perpetual subordinate capital was excluded from the limitations on approved loan capital.

The Banking, Insurance, and Securities Commission issued guideliness for assessing
nonperforming loans and entering them in accounts.

1989–
1991

Remaining foreign exchange controls were removed.

1990 Foreign banks were allowed to operate through branch offices.

Sweden: chronology of selected liberalization measures (Source: Drees–Pazarbasioglu, 1998)

1978 Ceilings on bank deposit interest rates were abolished.1

1980 Ceilings on issuing rates for private sector bonds were lifted. Controls on lending rates for
insurance companies were removed.

A tax on bank issues of certificates of deposit was removed.
Foreigners were allowed to hold Swedish shares.

1982 Ceiligs on new bond issues by private companies were removed.

1983 Requirements on banks to hold government and housing bonds to meet liquidity quotas
were abolished. Use of liquidity ratios to guide bank lending was discontinued and
replaced by recommended growth rates for lending.

1985 Ceilings on bank loan rates were lifted.

1986 Placement ratios for banks and insurance companies were abolished.
Foreign banks were allowed to establish subsidiaries in Sweden.

1986–
1988

Foreign exchange controls on stock transactions were relaxed.

1988–
1989

Swedish residents were allowed to buy foreign shares.

1989 Foreigners were allowed to buy interest-bearing assets denominated in Swedish kronor.
Remaining foreign exchange controls were removed.

1988–
1991

Cash reserve requirements were introduced for finance companies in 1988 and abolished
in 1991.

1990 Foreign banks were allowed to operate through branch offices and were entitled to
participate in the Riksbank’s clearing system on the same terms as Swedish banks.

1 However, interbank agreements linking deposit rates to the discount rate continued for some
years.
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