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This paper consists of a discussion about the current state of the 

major emerging market economies and the risks of EM crises as the 

Fed tapers its asset purchases, and then normalises interest rates, in 

the next few years.  

We discuss the following questions: 

 Are the emerging markets better prepared for the tightening in 

US monetary policy than they were in the 1990s? 

 Does the rise in domestic leverage in the emerging economies 

increase their vulnerability to domestic financial shocks? 

 Can China bring about a reduction in credit growth without 

experiencing a hard landing or severe financial shocks? 

 What is the correct policy response in the major emerging 

markets if they experience domestic or external financing shocks? 

 What is the right role for the IMF to play? 

 Is it time for global investors to consider a general increase in 

their exposures to emerging market assets? 
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Gavyn Davies: Thank you for joining our debate. From the 

research that you have each undertaken on credit bubbles and 

the nature of crises in the EMs, I would like to know what you 

make of the “crisis” now underway in the emerging world, and 

how it compares with the 1990s crises. Is it the same kind of 

animal? I have suggested in my FT blog that there are some 

major differences this time, the main one of which is that 

exchange rates are much more flexible. This may mean that the 

crisis is less like a “sudden stop” in capital inflows, and more like 

a prolonged credit crunch to control excessive domestic leverage. 

Does this make sense, or am I wrong about this?  

 

  

Dominic Wilson: I think we are looking at a different animal to 

the EM crises of the 1990s. The current EM turbulence has to be 

seen in the context of the responses of many EM economies to the 

global financial crisis. At its heart, what is going on is a reversal of 

some of the imbalances that built up during the downturn in the 

US and major developed markets and the long monetary easing 

that has followed it. Many EM 

economies used domestic stimulus 

and eased monetary policy to offset 

the hit to exports. Extraordinary 

easing in the G4 saw capital flow 

towards EM and pushed exchange 

rates higher. EM policymakers cut 

rates further to limit the exchange 

rate pressure. The result is that a number of EM economies have 

come into the recent period of US recovery and a gradual 

monetary exit with exchange rates that were too strong, current 

 

What is going on 
is a reversal of some 
of the imbalances 
that built up during 
the downturn in the 
major developed 
markets  
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accounts that were too large, interest rates that were too low and 

domestic demand that was too strong for where the global 

economy is heading.  

Figure 1. EM built up imbalances that are now reversing

 

Source: Goldman Sachs Global Investment Research 

In an ideal world, the arrival of a DM recovery would prompt a 

smooth reversal of that: EM currencies would weaken, domestic 

demand would be restrained by fiscal and monetary tightening 

and there would be an orderly rebalancing that reduced their 

current account positions as their export markets recovered. The 

question of why this kind of adjustment often seems so much 

harder in the EM world had an obvious answer in the 1990s crises: 

foreign currency borrowing. 

I subscribe to the idea that the combination of mostly fixed 

exchange rates and large foreign currency borrowing played a 

central role then. Liberalisation of capital accounts and optimism 
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about their growth prospects led to large capital inflows. 

Companies and banks took advantage of currency pegs and low 

offshore interest rates to borrow foreign currency abroad in large 

quantities and at short maturities. The borrowing fuelled domestic 

asset price and credit booms, alongside deteriorating current 

accounts and rising leverage. But as the stock of short-term debt 

exceeded reserves, exchange rate pegs became vulnerable to a self-

fulfilling panic in which central banks were unable to act as 

lenders of last resort.  And currency weakness, once it began, 

destroyed corporate and bank balance sheets and crushed 

domestic spending, increasing the pressure for capital flight. In 

some places, the loss of the ‘nominal anchor’ as pegs broke raised 

questions about central bank commitment to inflation control. So 

the result was a vicious cycle of currency weakness, bankruptcy, 

collapsing demand and capital outflow. 

Many of these conditions are not 

visible in the last few years, so it is 

harder to see how this particular 

dynamic would take hold as 

violently now. That is a key 

difference from the 1990s, and a 

helpful one. There are far fewer real 

currency pegs operating in the 

main EM economies; currencies are heavily managed but there is 

a lot more “floating” than there was then1. As a result, most EM 

central banks are not using exchange rates as their nominal 

anchor and many are now operating inflation-targeting regimes. 

                                                        
1 Ukraine is the main exception in operating a relatively  open capital account with a peg. 

A key difference 
from the 1990s is 
that there are far 
fewer real currency 
pegs operating in 
the main EM 
economies  

“ 

” 



 A debate for Gavyn Davies’ blog on ft.com 

6 
 

External debt levels are generally lower and, given lower interest 

rates, debt servicing costs are much lower than in the 1990s. The 

issue of foreign currency mismatch is also generally a smaller one. 

Foreign currency borrowing (particularly short-term bank 

lending) is mostly lower than in the past and is exceeded by 

reserves by a large margin in most economies. So EM central 

banks have also taken out insurance against the kind of liquidity 

crisis that led to the 1990s “sudden stops” and could act as 

liquidity buffers to local borrowers as they did in places in 

2008/09. 

Even with this progress, the issues that relate to foreign currency 

borrowing are not entirely absent. Short-term debt is not the only 

form of capital outflow and so it is possible that reserve cover still 

proves insufficient. Net debt remains high in several EM 

economies, so weaker currencies could have meaningful balance-

sheet effects in places. There has also been a significant build-up 

in foreign ownership of local currency bonds. Without much 

history to judge from, it is unclear how investors in those areas 

will react to sustained currency weakness. So the willingness to 

continue financing borrowing may still be subject to sharp shifts 

in principle. The advantages of the local currency denomination of 

this borrowing are that there is no direct balance-sheet 

implication from a weaker exchange rate; and, in the extreme, the 

central bank can act as an unlimited lender of last resort.  

All of this is comforting and a good reason to think that we are not 

heading towards anything as bad as the 1990s for EM. But I think 

it is important to make that judgment with a good dose of 

humility. The fact that foreign currency mismatch and peg-break 



 A debate for Gavyn Davies’ blog on ft.com 

7 
 

stories of past EM crises are less likely is reassuring at one level, 

but it does not rule out other kinds of feedback. Sadly, the history 

of financial crises is that we are better at analysing and defending 

against past vulnerabilities than identifying future ones2. 

On that front, I think there are three risks to worry about.  

First, currency weakness may not cause balance-sheet stress but 

may still cause more conventional problems, particularly in 

economies where inflation is already high relative to targets. To 

demonstrate credible commitment to inflation control, and to 

restrain domestic demand, 

policymakers are now tightening 

monetary policy and will probably 

have to do more. We have now 

seen that process begin in many of 

the current account deficit 

economies (Brazil, India, Turkey, 

South Africa, Indonesia). The 

problem is that coming on the heels of domestic credit booms, the 

likely combination of higher interest rates and slower growth may 

expose corporate or banking sector fragilities. This is the domestic 

credit crunch story you raise, and I think – like you do, Gavyn – 

that it is a more likely outcome than a 1990s style crisis. Because 

local central banks can act as lenders of last resort in the face of a 

local credit crunch, it increases the chances that the adjustments 

in EM are (perhaps a lot) less dramatic. But I am personally less 

sure that the fact that domestic credit vulnerabilities are the new 

                                                        
2 Nearly every new round of currency crises, for instance, has inspired a new generation of 
models from economists to capture features that we had previously missed. 
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“Achilles heel” completely precludes sharp shifts in the capital 

account. I think it is still possible that domestic credit problems 

might discourage investors and lenders (even those who have lent 

in local currency) and prompt capital exit and depreciation that 

added to the initial pressures to tighten monetary policy.  

A second risk is that some EM countries have received capital on 

the basis of expectations that were too optimistic, based on 

unsustainable domestic spending or interest rate settings and 

fuelled by excessively easy lending conditions. If the cost of capital 

rises, or growth/return expectations are revised lower, you should 

expect reversals in current accounts, declines in domestic 

spending and a withdrawal of capital, regardless of the 

denomination of borrowing. The direct feedback loops from the 

currency to balance sheets that proved disruptive may be smaller 

than before. But we have just seen that even those who borrow in 

their own currencies (the US or UK, for instance) can have very 

substantial crises, in which current account deterioration may be a 

symptom if not the trigger. These may not be “sudden stops” in 

the classical sense, but their broader implications are not 

necessarily much different/better.  

Third, the other risk to keep an eye 

on is political. More challenging 

economic conditions increase 

pressures on policymakers and can 

open up existing political fault-

lines. And we are seeing elements of 

that in several countries in the 

recent EM turbulence. Just like in 

 Challenging 
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the Euro area crisis, part of the mispricing of risk that was fuelled 

by the period of easy money has been insufficient differentiation 

on the basis of institutional quality. And it is that, at the deepest 

level, which defines EMs. If the domestic population – not foreign 

investors – loses faith in local institutions, that could prompt 

rapid capital account reversals even without significant short-term 

foreign currency borrowing. The depth of the crisis in Indonesia in 

the late 1990s was partly because it precipitated regime change, 

which amplified the uncertainty about policy responses hugely. 

Even without foreign currency mismatch, I think real stresses on 

political institutions in any of the more fragile economies could 

still in principle lead to fairly rapid current account reversals and 

domestic banking disruption. 

  

Gavyn: Based on your response, Dominic, you seem to have 

some concern that EM crises might take place in the foreseeable 

future, despite the fact that we are not observing the same kind of 

levels of external debt exposure as we observed in the 1990s. Is 

that a fair characterisation of your view?  

 

  

Dominic: I think my focus above – which was more on the 

different ways things could go wrong – under-represents my belief 

that parts of EM may adjust this time, including through 

substantial FX weakening, without real crisis risk. If, as above, 

foreign currency mismatch is less of an issue, then it is more 

plausible that exchange rates function as shock absorbers in the 

way that they do in the main developed economies and that 

currency weakness is simply currency weakness. If inflationary 
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expectations are sufficiently well anchored, central banks should 

then – ideally – focus only on the second-round effects of 

exchange rate depreciation on the inflation process and worry less 

about the currency itself. I do think this is a much more likely (and 

plausible) route for EM central banks to attempt than in the 

1990s. It is obviously more likely to be successful where inflation 

is starting from low levels, economies are operating below 

capacity, central banks are already credible and where they act 

convincingly and pre-emptively in defence of their inflation 

mandates (hence the importance of Raghuram Rajan’s stance in 

India). 

Because domestic policy responses – and credibility – are critical 

here, it also means that the outcomes could vary more widely 

across EM and highlights the dangers of generalizing too much 

across places with different conditions. I am struck in particular 

by the fact that Chile has been added to many people’s lists of 

countries that are “fragile”. But the market response in Chile has 

been very different to the more obvious problem cases. The 

currency has weakened sharply of course (which is why it is 

included in these lists). But 5-year swap rates have fallen, both 

over the last year and since 2014 began. Sovereign credit spreads 

have remained tight. So far, this does not look much different to 

what has been going on in Australia or Canada. So the question of 

how many EM countries can manage to stay in this “bucket” is 

likely to be important. 
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Maurice Obstfeld: Let me take a shot. Fortunately or not, 

Dominic has covered a lot of ground from perspectives that I 

mostly share, so it is going to be hard to generate any heat to add 

to his light! 

The current developments echo a long history of emerging market 

crises following tightening monetary conditions in the United 

States. The Asian crisis stands out in recent memory, but the 

1994-95 Tequila crisis was associated with a sharp rise in U.S. 

interest rates; even more harmful was the 1980s debt crisis 

following Paul Volcker's arrival as Fed chairman. What these 

episodes also had in common was a preceding environment of 

easy access to foreign capital at relatively low cost. So it is not 

surprising that, with another such period apparently coming to a 

close, international capital flows have become skittish. No one 

wants to be the last one out the exit. But we should not lose sight 

of the fact that, not only are foreign investors skittish – so are EM 

policymakers, and their worries have informed their policy 

responses. 

In the years following the Asian crisis, many emerging markets 

adopted serious reforms, including improvements in policy 

frameworks. These comprised, most importantly, a shift toward 

genuine exchange-rate flexibility, along with complementary 

actions to substitute credible nominal anchors (in many cases a 

meaningful inflation-targeting commitment). There were also 

reforms in financial regulation and in the fiscal sphere; currency 

mismatches were reduced; and importantly, I think, emerging 

markets in general accumulated large war chests of liquid foreign 

exchange reserves. Outside of Central and Eastern Europe, 
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current accounts moved to surplus. As a result, the EM group 

(again apart from CEE) weathered the 2008-09 crisis quite well, 

compared with advanced economies.  

Having a credible alternative nominal anchor for inflation 

expectations has been enormously important. First, it contributes 

in several ways to de-dollarization, 

and to greater reliance on domestic- 

rather than foreign-currency 

borrowing. Second, it reduces the 

pass-through of the exchange rate to 

inflation (as many econometric studies 

document). Both of these factors allow 

an EM to exploit the nominal exchange rate's shock-absorber role 

more fully – as advanced economies do – with less fear of negative 

balance-sheet effects or an inflation spiral. 

A withdrawal of foreign demand for one's assets, whether it is 

reflected in the measured private capital account or not, is likely to 

raise private-sector (corporate and household) borrowing costs 

relative to nominally risk-free domestic interest rates – what one 

could call a “credit crunch”.  Quantitative borrowing limits are 

likely to tighten as well. If the primary cause of these changes is a 

change in sentiment by foreign investors – along with a 

contractionary monetary policy response that otherwise would not 

have been chosen – then the ultimate cause of the credit crunch is 

indeed a “sudden stop,” or at least a “sudden deceleration” of 

capital inflows. 

Why is it occurring now? In the years of ample global liquidity and 

A credible 
inflation target 
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the exchange 
rate’s shock-
absorber role  
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easy finance after 2008-09, EMs generally boomed, and the 

impetus for further reforms – for example of labour markets --

diminished.  But credit booms often mask a host of sins, both by 

market participants and policymakers, as we have seen graphically 

once again on the euro zone periphery. Even mediocre 

policymakers can appear skilled; populist demands gain traction. 

Only when the tide of loose credit recedes are the difficulties 

revealed. And in this case, countries that manifest sufficient 

weaknesses can become vulnerable to self-fulfilling capital 

account crises. 

It strikes me that investors are probing for these weaknesses and 

that the countries that display more of them are the ones in peril 

at this point. I fully agree that some EMs look sturdier than others 

and can navigate the shift in U.S. monetary policy fairly well. 

Those that appear fragile suffer from a number of issues – weak 

inflation-control frameworks, political instability, movement 

toward populism, stalled structural reforms, or an especially large 

reliance on foreign funding (itself a possible symptom of financial 

sector problems). But in some cases these vulnerabilities can be 

addressed. Between last spring and now, India has benefited a lot 

from Raghu Rajan’s appointment to head the RBI, as he has been 

able to enunciate a more credible commitment to attack India’s 

inflation problem.  

EMs mostly complained about appreciating currencies up until 

this year; why are they not happy now simply to let their 

currencies fall against the dollar? As I said before, EM 

policymakers, like the investors, are skittish too in the light of past 

history.  As the long credit boom ends, they also wonder just what 
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unpleasant surprises could come to light after a big, sharp 

depreciation. For example, the growth of domestic-currency bond 

markets is a big success story of the post-Asian crisis years. 

However, if foreign holders of these bonds have hedged the 

domestic-currency risk with onshore counterparties, then 

unobserved foreign-currency liabilities might still lurk in the 

domestic financial system. Currency mismatch is lower, but not 

gone, so EM policymakers will be 

cautious and defend their 

currencies to some degree through 

tighter money and foreign reserve 

sales, even when the economy is 

slowing. They fear that 

unrestrained depreciation could get 

out of hand, and cause a much 

more drastic credit crunch. 

Aside from credit conditions, an expectation of tighter money in 

advanced economies is negative for commodity prices, upon which 

many EMs depend. Fears that China might slow sharply work in 

the same direction. This is another mechanism creating downward 

pressure on the commodity currencies – not just in EMs, but also 

in countries like Australia, and Canada. 

  

Alan M. Taylor: EMs have pulled off a remarkable turnaround 

in their economic and financial fortunes since the turn of this 

century, and in the crisis period have outperformed their DM 

counterparts on the whole. The pre-crisis structural changes 

which set these forces in motion are the key backdrop for the 
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current conjuncture. 

Beset by repeated crises, macroeconomic volatility, and political 

instability in the 1970s–90s, EMs turned a new page in the 2000s, 

and much changed in the run up to the global crisis to set these 

economies on a stronger footing: 

 Procyclical fiscal policies and chronic deficits have given way 

to more fiscal prudence and lower public debt levels. For 

this and for other institutional reasons monetary stability 

has been easier to maintain.  

 In addition, once badly afflicted by original sin, and 

currency mismatches on external balance sheets, the 

problem has dissipated as they have now worked off foreign 

currency debts and piled up hard currency reserves. 

 Some specialized economies that are heavily exposed to the 

commodity lottery have grown and diversified into 

secondary and tertiary sectors, enhancing macro stability. 

 The financial liberalization plus open capital markets recipe 

was pursued more cautiously after the experience of the 

1990s crises and EMs largely avoided the credit-fuelled 

booms seen in advanced economies pre-2008. 

 Political instability has generally been lower, supporting 

macro stability and reducing country risk and qualitative 

measures of institutional robustness, governance, red tape, 

etc., back the idea of some EM-DM convergence on these 

doing-business metrics. 

 EMs also continued their convergence to DMs on education 

(years of schooling) and health (life expectancy), providing 

boosts to growth. As fertility and mortality transitioned 



 A debate for Gavyn Davies’ blog on ft.com 

16 
 

lower, the extra years of life were often working years not 

retirement years, and a population bulge centred in 

working-age cohorts. 

With these stronger fundamentals, the EMs achieved collectively 

higher growth rates (accelerating past DM) and better credit 

worthiness (spreads and ratings converging to DM). Even more 

surprising, ex ante, both of these trends intensified after the global 

financial crisis. It is hard to overstate what a remarkable 

achievement this was: in 200 years of global macro-financial 

history, whenever the DM world has sneezed then someone, 

somewhere in the EM world has 

caught a severe flu. This time, 

despite the worst DM crisis since 

the 1930s, and one of the most 

severe of all time, the EM world 

skated through the crisis with only a 

brief growth lapse and no significant 

distress. That time was different. 

Powerful as this evidence might be, it would be risky to take this 

as evidence that the EMs are now out of the woods concerning 

their vulnerability to financial and macroeconomic shocks. Several 

lights are now flashing red. 

 First, many if not most of the above shifts seem like one-

shot events, which may not necessarily continue to provide 

support for EM growth and investor sentiment. Cleaning up 

fiscal policies and paying down debt, plus backstopping 

macro risk through reserves, and offsetting currency 

The emerging 
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mismatches, all these were wise steps to take, but they have 

been completed. Structural transformations to diversify 

economies are well underway. Political and institutional 

reforms have closed some EM-DM gaps, and the education 

and health gains have been real. But by 2008, and especially 

since, most of these have been factored into (or more than 

factored into) the price. For forward-looking investors the 

question is ‘what next’? 

 Second, some of the key institutional forces may even go 

into reverse, if not across the board, then in some of the 

weaker EMs. It is not as if EM history lacks examples of 

countries backsliding into oblivion (Argentina springs to 

mind). To take some examples, the macro insurance policies 

in the form of reserves are not equally strong in all EMs: will 

a new downturn require some of these to be spent, to defend 

currencies, support fiscal policy, or backstop financial 

systems, and how much? Also, 

whilst the reserve war chests sit on 

public balance sheets many of the 

incipient problems would lie on 

private balance sheets, so getting 

the backstops to where they might 

be needed in an emergency could 

present an interesting political 

economy problem in some cases. In 

many EMs, the once moderate trends in credit growth have 

given way to booms in many countries since 2008 as many 

EMs rebalanced toward domestic-led growth and took 

advantage of capital flight out of the DM world: but was all 
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that credit productively used? Even if they can sidestep an 

external sudden stop, EMs have not necessarily solved the 

credit boom and bust problem, which history shows can 

derail even a relatively closed economy. Political risk may 

have ameliorated compared to the 1970s–90s, but that does 

not mean it is absent: recent events (in Turkey and 

elsewhere) remind us that one defining feature of EMs is the 

potential for economic crises to be triggered by crises of 

governance. 

 Third, even taking for granted a 

placid institutional backdrop, can 

investors count on a plausible growth 

framework going forward? The deep 

economic fundamentals here are 

weakening. The low-hanging fruit of 

large investments in primary and 

secondary educational gains are 

nearing completion, and the schooling 

gap relative to DM is mostly closed. At the same time the 

demographic factors are now swinging into more of a 

headwind for coming decades, as populations age and 

dependency ratios rise in the more mature EMs (especially 

in China and N.E. Asia). 

 Fourth, short term risks, often with little or no historical 

parallel, now loom ahead and could be the triggers for 

difficult adjustment in small open EM economies. The four 

major macro regions that matter are China, Japan, Europe 

and the U.S. All have problems. 

 The low-
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China is a major driver of EM fates, from the Factory Asia network 

to commodity demands from South America. But China’s growth 

framework, its approach to handling its credit boom-bust cycle, 

and especially its statistical picture, all remain somewhat opaque 

to outsiders. 

Japan is trying to kick-start its economy through a significant 

regime change, with more aggressive fiscal and monetary action 

after a 20-year slump. But whether it can work and whether it is 

too late remains to be seen. Public debt is very high. 

Europe’s crisis is not over. The dysfunctional monetary union 

lacks adequate fiscal and banking union support. Growth is 

sluggish and public and private debts are far too high to encourage 

the idea of a rapid return to past trend growth. The tail event of 

more defaults and/or exits cannot be sufficiently ruled out. 

The United States seem to be one of the better hopes for positive 

external growth news, but the flipside of that is that Fed reactions 

or even their expectation, mean that monetary tightening hits 

EMs. And this time it could be big: at a real rate of 2 per cent and 

an inflation target of 2 per cent, EMs are looking at 400 bps of 

dollar rate tightening to restore “normalcy”—and probably even 

more once we take the tapering of unconventional measures into 

account. This would be one of the biggest tightening cycles ever, 

opening EMs to the risk of whipsaw capital outflows that reverse 

the massive inflows of yield-questing investors who fled the 

exceptionally low DM interest rates of the last five years. So whilst 

EMs, with better policy frameworks and large reserve stockpiles 

have set up stronger flood defences, this time the ebb and flow 
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may turn out to be unusually strong. 

 In sum, as the tide turns, EMs are better prepared than ever 

before to face crisis events, and their survival of the 2008 DM 

cataclysm proved this. But this does not make them bullet proof, 

and when the price is bid high on EM assets, and when relative 

macro conditions move against them (neither was the case after 

the dust settled in 2008) they will be stressed again. But your 

mileage will vary: EM is not a monolithic bloc, and the challenge 

for investors, and the test for EMs, will come as investors assess 

the risk and growth factors noted above and place their, possibly 

self-fulfilling, bets for those economies perceived to be strong and 

against those deemed fragile. 

 Economic development is often characterized as a long march 

from disorganized-chaotic (e.g., anarchy, “roving bandits”) to 

closed-despotic (e.g., oligarchy, “stationary bandits”) and finally to 

the open-democratic (open political and economic structures, e.g. 

the liberal market democracy). Many EMs are by definition far 

along in this race, with some key gains secured, and new 

challenges about to be met. Others may be hitting obstacles, and 

yet others may suffer setbacks and crises. Buoyant economic 

conditions can seem to carry almost all along but, when a cycle 

turns, the positions of different runners in the race will start to 

become clearer. 

  

Gavyn: All of us think that domestic credit growth has been high 

or excessive in many emerging economies since 2010. Where are 

these excesses most problematic, and are you optimistic that they 
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can be controlled without triggering crises? 

  

Maurice: One factor unifying your “fragile 8” economies is a 

significant increase in their current account deficits since 2009, 

except Russia, whose surplus has 

fallen. To some degree, this is the 

inevitable counterpart of rising 

surpluses elsewhere in the world, 

but now the tide may be turning, 

and these economies have to 

negotiate the transition to smaller 

deficits and weaker real exchange 

rates. In many of these countries, bigger external deficits are most 

closely associated with lower private saving – suggesting that 

increased credit to the private sector has been a big driver of the 

deficits. So there is naturally a concern about substantial 

depreciation, with possibly negative balance sheet effects, 

occurring in an environment of higher balance-sheet fragility. 

There is also concern about the effects of the high-interest rate 

policies that might have to be used to limit external depreciation. 

With appropriate supportive policies, a smooth adjustment is 

possible. But that can occur only if foreign finance remains stable 

and does not dry up and force harsh depreciation. For those 

economies that have built up the biggest private debt overhangs, 

where potential currency mismatch is greatest, and where the 

policy and political frameworks appear unsteady, the possibility of 

self-fulfilling capital account crises is there.  

 

  

Dominic: Vulnerability to broad crisis seems lower in general  
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than in the 1990s, but it is still clearly possible. The largest credit 

build-up has been in China, but that represents a special case, 

given the relatively closed capital account and the domestic nature 

of the problem. But the nature of the risks varies even across the 

current account deficit group. Credit growth has been quite 

moderate in Indonesia, for instance, while significant parts of 

central Europe – Hungary, for instance – were already forced to 

begin deleveraging in 2008-09. The most worrying combination 

of circumstances are in economies where (a) significant current 

account deterioration has come alongside easy monetary policy 

and a clear build-up in leverage, (b) inflation is running above 

target already, (c) exposure to DM demand recovery is relatively 

low, and (d) the institutional strength to address these questions 

is unclear. Turkey, India and Brazil – of those already in clear 

focus - all have elements of this, though they vary on other 

dimensions. But other economies have parts of these 

vulnerabilities (Thailand for instance has seen a significant credit 

boom), while some show other vulnerabilities but no credit boom 

(Ukraine).  Many of these imbalances can in principle be 

addressed without crises, but the risk is there, particularly if the 

policy responses are mishandled or the external environment 

deteriorates. 

  

Alan: Take a look at Figure 2 below. I would surmise that the 

places at risk of a credit bust are those with credit paths that go up 

a lot, or paths that reach very high levels, or both, with some 

allowance for fast real GDP growth as justifying credit growth (i.e., 

flatter means safer, while steeper means riskier).  
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Figure 2. Domestic Credit and Growth, 2002-2012 

 

Source: Alan M. Taylor 

At the top we have China and South Africa, which many consider 

fragile. But, as noted, China has so much command/control that 

maybe they could “brute force” their way through with 

interventions, reserves, etc. Over to the right we see large moves 

by the three Baltic countries, Poland, Hungary, and Romania: 

fragile cases in CEE; together with Turkey. In the middle, Ukraine 

stands out but it has bigger problems right now. Still, those cases 

may not be far outside the normal range of development paths 

from SW to NE. More empirical analysis would be needed. Brazil 

and India seem elevated given their level of development, and 

Colombia is on a steep path also (almost as steep as South Africa 

and Ukraine). Conversely, flattish paths stand out for Thailand 

and Malaysia (but at high levels) and for Russia and Mexico, and 

also for most of the rest. 
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Gavyn:  We have all agreed that China is a key component of the 

problem facing the other EMs. Do you have any thoughts on 

whether the Chinese administration can engineer a soft landing, 

given their excesses in credit and domestic investment? 

 

  

Maurice: China has the advantage of more direct economic 

control, but that is far from absolute, and the problems in the 

financial sector are worrisome. China’s capital controls are 

proving increasingly porous, allowing carry trades that swell 

domestic credit. As you have pointed out Gavyn, recent yuan 

depreciation may be part of a temporary “bull squeeze,” meant to 

eliminate the perception of a one-way exchange rate bet, or could 

represent a more permanent regime shift in favour of a weaker 

currency. The latter would be a tacit admission that the monetary 

policy trilemma has gained force, as well as a big problem for 

other emerging economies. 

 

  

Dominic: Nominal credit growth 

is still running far above nominal 

GDP growth, so the task of 

rebalancing the economy is likely to 

be a long one. It is also likely to 

involve a sustained period where 

growth remains much lower than it 

was for the 10-15 year period before 2010. China does have more 

capacity to prevent outright financial crisis than many other 

places. The capital account is still relatively closed, foreign 

financing plays a small role for local institutions and is easily 

outweighed by reserves, and the financial system remains very 
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repressed. The public sector also 

has the capacity to carve out non-

performing loans of significant 

magnitude over time, as it has done 

in the past. This makes it easier to 

conceive of a slow deleveraging 

process. But it is likely to remain a 

difficult balancing act between discouraging risky lending 

practices without prompting a more rapid credit disruption. And 

both the financing of the shadow banking system and interbank 

financing are sources of vulnerability if the PBOC is slow to act as 

a lender of last resort at a time of panic. The latest anxieties have 

stemmed from the depreciation in CNY and CNH markets. This 

fits the pattern of policymakers aiming to introduce risk to 

speculative activities that threaten to lead to larger financial 

excesses, but is in my view very unlikely to be the start of 

prolonged currency weakness, which I agree with Maurice would 

be a much bigger issue for other EMs. 

  

Gavyn: We have discussed the “correct” policy response to 

problems faced by some of the crisis economies. It seems to me 

that we are tending to argue that this “correct” response would 

be fairly conventional, involving lower exchange rates, higher 

interest rates, inflation targeting, fiscal sustainability and 

structural/political reform. In short-hand, this seems like a 

Stanley Fischer/IMF response, rather than a Joseph 

Stiglitz/World Bank response. Would that be a fair 

characterisation of your views? 
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Maurice: The environment today differs from the one in which 

the Fischer-Stiglitz debate took place in at least two ways. 

Conditions in the emerging economies have evolved. Moreover, 

the debate back then concerned the response to a full-blown crisis, 

not the situation I believe we face today: how to prevent jitters 

from morphing into crisis. A further caveat:  there is no one-size-

fits all prescription. Having said that, I think the broadly 

appropriate policy outline contains elements of which both 

Fischer and Stiglitz would approve today.  

Let me summarize where I would come down: 

 First, currencies should be allowed to weaken in the FX 

market, enhancing export demand and creating space for 

higher household saving without sharp recession. Where 

official reserves are ample, selling some may help to smooth 

the currency’s downward path. But if inflation is near 

acceptable levels and in the absence of a positive output gap, 

sharp increases in interest rates, which inflict collateral 

damage if used to target the exchange rate, should be 

avoided to the extent possible. Hopefully, lower currency 

mismatch than in days past makes this approach more 

practical than it was in the late 1990s.  

 Second, some countries suffer from large structural 

government deficits and need to put forth credible plans for 

reducing these over time if they are to reduce their crisis 

risks. However, the size and timing of fiscal adjustments 

should not be procyclical.  

 Third, financial regulatory authorities face a delicate 

balancing act: to watch over institutions that might be 
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tempted into unwise gambles, while avoiding actions that 

worsen an ongoing credit crunch. Markets should be made 

aware, however, of supervisors’ efforts.  

 Finally, progress on structural reforms, such as was seen in 

many emerging economies in the past, needs to be renewed.  

Stiglitz, I think, would like the emphasis on lower exchange rates, 

avoidance of unnecessary interest rate increases, close financial 

oversight, and avoidance of procyclical austerity. Fischer would 

certainly agree, but possibly place additional emphasis (also in 

line with prevalent IMF thinking) on promptly addressing 

structural distortions and big structural government deficits.  

One element in the debate over the Asian crisis was the claim that 

it was primarily a self-fulfilling liquidity crisis, and therefore 

should be addressed by lender-of-last-resort assistance. While I 

personally believe that this is only part of the truth, I also admit 

the potential for market panic, given structural fragilities, to push 

economies over the edge. Late in 2007 the Fed initiated the first in 

a network of very helpful swap lines between national central 

banks, and late last year the major 

advanced-country central banks 

codified what had previously been 

an ad hoc swap arrangement. That 

was major progress. While the 

politics are daunting, I think there 

should at least be discussion of how 

politically stable emerging 

economies with strong policy frameworks might become part of 

such a network in the future. This innovation could helpfully take 

There should be 
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the emphasis off unintended monetary policy spillovers, where 

little in the way of concrete change seems likely. 

In a related vein, the U.S. Congress should promptly approve the 

Obama administration’s proposal for an increase in America’s 

IMF quota. Fortunately, progress on this could now be imminent. 

Congress’ agreement would – at trivial monetary cost to the U.S. – 

unlock several changes making the Fund much more effective.  

And that would enhance global financial stability. 

  

Dominic: I think it is harder to fit the current debate into those 

two corners than it was in the 1990s. In part, that is because the 

underlying problems are different; in part, it is because we are not 

yet in true crisis mode in many places; and in part, it is because 

circumstances differ across the EM group. In places, where 

current accounts have deteriorated but inflation is below target 

and there is spare capacity (Chile, Poland, Czech Republic), 

currency weakness is likely to be mostly helpful and demand 

restraint is likely to be unnecessary and potentially damaging. 

Even in the more fragile group, lower currency mismatch and a 

shift towards inflation-targeting regimes means that it makes less 

sense to use interest rate rises to target the exchange rate directly 

and more sense to respond only to the inflationary risks currency 

weakness may bring. Where reserves have been built up, they can 

probably now be used to smooth that process too.  

The case for tightening monetary policy in many of the more 

fragile economies at this point is that it is an equilibrium 

adjustment, needed to help rebalance the economy, not an 
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overshoot forced by a crisis response3.  So we are not yet in the 

territory where the Stiglitz critique on that front really has force.  

The same is true of fiscal adjustment. In most EM economies, 

fiscal sustainability is not yet the real issue. A counter-cyclical 

fiscal tightening might be helpful in places that have overheated 

economies and weakening currencies, since it would take pressure 

off monetary policy to restrain domestic demand. But that is a 

different rationale. 

Figure 3. EM rates well below historical averages 
(1-year real rates calculated as 1-year swap rates minus 1-year ahead inflation expectations) 

 

Source: Goldman Sachs Global Investment Research 

None of this is static, however, so policymakers – and those who 

advise them – will need to be flexible in their diagnoses. If balance 

sheet pressures rise in ways that start to assert powerful 

contractionary forces on domestic demand, the appropriate 

                                                        
3 Even Turkey’s large recent rate hikes just take them closer to where real rates would normally 
be on a Fed-style Taylor rule. 
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response is likely to change too. Particularly where currency 

mismatch is limited, that kind of deflationary force would make 

deliberate action to restrain domestic demand inappropriate and 

perhaps counterproductive. At that point, as we have seen in the 

recent developed market crises, moral hazard considerations may 

also need to take a firm back seat to broad liquidity provision.  

Where currency mismatch is important or inflationary credibility 

is weak, I think the choices in a time of true currency crisis remain 

complicated and neither the Stiglitz nor the Fischer response 

clearly dominates. At that stage, there is often no good answer. 

External help is usually necessary and the debate shifts to the 

conditions under which creditors are willing to lend. I agree with 

Maurice that broadening the formalization of the swap line 

arrangements that helped in 2008-09 might help deflect some of 

the risks of self-fulfilling liquidity crises. But most of the more 

vulnerable EM economies are unlikely to be candidates for 

unconditional liquidity provision of this kind.   

  

Gavyn: On the whole, we seem to be arguing that the majority 

of the EMs, even those with the weakest external positions, are in 

better shape to cope with the effects of Fed tightening that they 

were in 1994-98. This is because of policy improvements, 

including floating exchange rates, and a better starting point for 

external debt and foreign exchange reserves, than in the 1990s. 

However, a recent BIS paper argues that the vulnerability to 

higher US rates might actually be worse this time, because of 

“new” vulnerabilities or “hidden debt” – i.e. DM investors are 

much more exposed to holdings of domestic currency EM 
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government bonds than before; and there have been large 

increases in offshore bond offerings by EM corporates, which are 

not included in external debt statistics.  

Overall, are you worried about any of these “new” exposures, or 

do you feel that EMs as a group are not as vulnerable to a US 

rates shock as they were in the 1990s? 

  

Dominic: The vulnerabilities are different. Outside Mexico’s 

1994 crisis, US rate shocks were not really the main issue in the 

1990s. In any case, foreign currency mismatch was the channel 

through which tighter US monetary policy proved most risky then. 

As we have discussed, that risk is mostly lower now given the shift 

to flexible exchange rates. It is right to take into account EM 

corporate bond exposures there but I think the broad conclusion 

still stands. 

 

It is clearly true that the 

correlation of EM rates with DM 

rates has risen over the last 

decade.  So US rates shocks are 

being more quickly and directly 

transmitted to local rates than 

they were before. But I think the 

sense in which EM vulnerability 

to US rates has increased really 

reflects the fact that the imbalances in EMs are now more directly 

rooted in the extraordinary monetary stimulus in the major 

developed economies and the local responses to them.  
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To the extent that I worry about “new” or “hidden” exposures, the 

biggest uncertainties lie more in the domestic financial system 

than the offshore exposures. Because we are better at learning the 

lessons of the last crisis than predicting the next one, the level of 

attention being given to FX exposures – and to the type and 

nature of foreign borrowing by the private sector – is orders of 

magnitude higher than it was in the 1990s. The risk is that in the 

process, there is too little weight attached to the risk of domestic 

residents losing faith in local policy and converting their holdings. 

 

If you look at the Big Three crises of the last twenty years – the 

EM crises of the late 1990s, the global financial crisis and the Euro 

area sovereign crisis – four elements were common in turning a 

difficult environment into a critical one.  First, you saw pressure 

on assets that were important to levered balance sheets. Second, 

you had feedback loops that meant that initial asset price changes 

are destabilizing. Third, you had maturity mismatch outside the 

deposit base that led to liquidity “runs”. Fourth, you had 

constraints on the capacity or willingness of lenders of last resort 

to step in and substitute sufficiently 

for the liquidity squeeze. 

 

It is easier to envisage that 

combination of steps in domestic 

banking systems than offshore 

borrowing. Deteriorating domestic 

asset quality arguably poses the 

bigger risk to levered balance sheets. 

 Wholesale 
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The combination of slower growth and higher rates constitutes the 

highest threat of a “negative feedback loop”. The role of wholesale 

deposits, interbank markets and – in China especially – non-bank 

financing that may prove to be the source of “hidden” maturity 

mismatch. And while capacity to act as a lender of last resort has 

increased, a lot depends on their willingness to step in quickly if 

needed. As we’ve seen elsewhere, that’s not always easy.  

 

If inflationary credibility is lost, central bank liquidity provision 

may simply finance deposit flight. So maintaining anchored 

inflation expectations is going to be critical to preserving freedom 

to act. And successfully dealing with credit excesses – particularly 

in China – involves a tricky balancing act for policymakers 

between restraining riskier lending practices and avoiding a sharp 

credit withdrawal. On both fronts, I think, it is hard to be 

confident that we will avoid policy error or political constraints 

that cause problems.  

 

Figure 4. Emerging markets with high Growth Environment 

Scores (GES) outperform both in FX and credit 

 
 

Source: Goldman Sachs Global Investment Research 
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In a sense, this takes us back to the institutional strength and 

credibility of the various EM economies. It has been popular in 

recent years to say that developed markets are the “new emerging 

markets”. But even with some real improvements over the last 

decade, lower institutional capacity is at the heart of what defines 

emerging economies. And ultimately, I think policy and political 

stresses are the deep risk here. 

  

Maurice: I remember sitting at an IMF lunch about 10 years ago, 

with some Fund staff who had been asked to think hard about the 

question: “What will cause the next crisis?”  All of us at the table 

were basically at sea. Would it be hedge funds? A disorderly 

unwinding of global imbalances?  We could spin scenarios, but 

lacked the detailed information about financial linkages and 

exposures to know if any of our stories was plausible.  

For the same reason, perhaps, no one at the table suggested U.S. 

subprime lending. Especially after the global crisis and its 

offshoot, the euro crisis, we now have a better sense of just how 

widespread and devastating the next crisis could be, so the payoff 

to heading it off, if possible, seems huge. Still, we do not know 

exactly in what direction to look.  

Am I worried about offshore dollar borrowing by EM corporates? 

Or that foreign participation in onshore domestic bond markets 

enhances the transmission from DM to EM of long-term interest-

rate shocks, while creating exposures for the DMs?  Sure.  But I 

still think that while these circumstances could increase the pain 

from U.S. monetary tightening in EMs and DMs alike, the real 

threat, as in every past big financial crisis, is leverage. And here we 
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are to a large extent in the dark. We can see potential sparks, but 

not the tinder.  

Hopefully, EM corporates hold dollar assets against their 

liabilities, or have natural hedges in expected dollar sales receipts. 

But we have no reason to believe this to be true, and we also know 

that even fully “rational” CFOs will at best maximize the firm’s, 

and not society’s, risk-adjusted profits. So how to judge the threat 

level from potential corporate carry trades? We have a prayer of 

understanding regulated banking exposures, perhaps, but 

corporate sector positions are more opaque. Moreover, who is 

exposed to the EM corporates’ debts? Speaking as an academic, I 

would also point out that we 

don’t really have a firm 

general-equilibrium theoretical 

grasp on why EM corporates 

would wish to borrow offshore, 

or on how exactly offshore 

developments get transmitted 

to EM financial markets. 

Obviously, the answers matter. 

We discern bits of the puzzle, 

but not how they all might fit together with unseen pieces so as to 

produce a crisis – or not. 

I think the best that policymakers can do is to seek more 

comprehensive, better-quality information, and, on the basis of 

that, try to regulate leverage (where possible) in places it could 

plausibly do the most mischief.   Academic research – as well as 

more applied exercises in “thinking about the unthinkable” -- can 
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aid in suggesting what types of data would be most valuable, and 

what types of macro-prudential measures might work best.  

On the whole, my instinct is to believe that many EMs will prove 

fairly resilient to a rise in U.S. rates, though those that are 

relatively weak in terms of prudential supervision, quality of 

corporate governance, monetary policy, and public fiscal space 

could face problems due to their greater interdependence with DM 

financial markets.   

As always, interdependence can bring benefits, but also increase 

risks from the international transmission of economic and 

financial shocks. Playing safely in this neighbourhood requires 

both a strong policy framework and the skill to operate its levers. 

The fact that a number of important EMs demonstrated both last 

time around gives some ground for optimism.  

  

Alan: In so many crises, there were nasty surprises ex post 

concerning hidden debts, or unknown factors that contributed to 

leverage and fragility, and next time will probably be no different. 

On the other hand (see e.g. Izabella Kaminska here linking to BIS 

via Nomura) when you look at the numbers for offshore issuances, 

it is a small number relative to the total for most countries. In 

Russia and Brazil it might be 

big enough to matter, and 

maybe in China — though they 

have massive reserves and 

tighter controls. Anyway, now 

we know about them — so I 
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guess they are not hidden anymore. 

On the other, other hand (you wanted us to be categorical, Gavyn) 

I have to say that I am worried about enhanced DM vulnerability 

to blowback from an EM crisis. It would be for the reason that 

DM-EM real and financial linkages are an order of magnitude 

larger than they were in the 1990s, and have grown especially 

rapidly in the wake of post-2008 diversion of flows of investible 

funds looking for better yields in EM. We often speak of DM-DM 

gross positions growing spectacularly in the last 20-30 years, but 

the pace has been higher still for select EM-DM pairs. This means 

that DM investors’ portfolios now have much greater sensitivity to 

EM conditions. On top of that, EM as a whole has a much bigger 

weight in the global economy, by the scale of its GDP or trade. DM 

central banks want to appear to disdain giving much consideration 

to EM conditions, but they surely know that, with its larger 

weight, if EMs were to slowdown it would pose bigger risks to US 

or EU growth than has ever been the case in recorded history. 

That is a key “new normal” subtext and I expect that it will play a 

large role in policy discussion in the years ahead. 

  

Gavyn: Reading your comments, and without asking for any 

specific investment recommendations4, I think I would conclude 

that it is too early to get back into EM assets, though there would 

probably be some exceptions, in countries where the policy 

response appears to be best calibrated to the problems faced. On 

the whole, I would conclude from the debate that we think that 

China will engage in a very prolonged credit work-out, without 

major acute crises, while some other EMs might face crises, even 

though their external balance sheet problems seem much better 

 

                                                        
4 See disclaimer at the end of this document 
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than in the 1990s.  In general, that would seem to be a difficult 

environment in which to make money from long exposures to the 

EM asset classes. Would you like to summarise your thinking on 

this? 

  

Dominic: I agree that it probably 

is too early to get back into EM 

assets on a broad basis. Although 

it is getting easier to envisage 

states of the world where EM 

assets do better, the risk-reward 

does not yet look very compelling. 

And I think it could be some time 

before it is clear that adjustments 

have gone far enough – either in 

the US or in EM– and so that the biggest downside risks have 

been avoided. Part of the problem is that the circumstances in 

which I can imagine EM assets doing particularly well (and 

outperforming DM) are also ones in which DM assets are likely to 

do well. So EM assets do not give as much diversification benefit. 

And it is easier to see how they do badly while DM does well than 

the other way round. The immediate risk is that EM may now have 

to digest a fresh round of US yield pressure if US data improves 

again. 

The decision would be easier if EM assets became very clearly 

cheap. They are certainly cheaper than they were. But on most 

measures they are not close to the kind of discounts that you saw 

following the crises of the 1990s. Currencies in most places are not 

seriously undervalued. Real local currency bond yields are still 
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mostly below average. And the premium on high-quality over low-

quality credits has only just got back to 2005-07 levels. The good 

news is that carry has increased again. But the most exciting 

opportunities in EM asset have been when you can see “carry 

plus”: good carry plus a clearly undervalued asset. That is much 

harder to find than ten to twelve years ago.  

There is obviously variation across countries, sectors and assets 

and I am respectful of the speed with which the market 

environment can change. So I think it is more worthwhile to watch 

EM assets for opportunities than it was last year. Dollar credits are 

starting to look more interesting and EM equities now price a 

cushion against some reasonably bad outcomes. Where 

policymakers in the more fragile borrowers act to demonstrate 

strong willingness to anchor inflation and restrain domestic 

demand – as they have started to do in Indonesia and India – 

there may be real opportunities. But the average EM currency is 

probably still too strong and the average EM local currency bond 

yield too low. In general, with improving DM demand and 

weakening currencies, exporters in some EM economies may be 

greater beneficiaries of rebalancing than domestic sectors, 

including banks. 

  

Maurice: In my view, it is not yet time to fully commit to the 

EMs. While I believe many, if not most, ultimately will prove 

resilient, the jury remains out on what flotsam the receding tide of 

credit will leave on the beach, and where. Advanced-country 

equity markets, though perhaps pricey, should perform well if 

growth accelerates without inflation; and outside of the euro area, 
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these markets seem mostly to lack huge downside tail risks. 

However, euro area investments could be especially attractive as 

growth returns, assuming Europe’s crisis stays in remission and is 

not reignited by some political or financial event - for example, 

widespread anti-euro political gains or an unpleasant 

development related to bank stress tests. Were EM markets 

generally to sell off sharply, then as Dominic suggests, the more 

robust emerging economies could look tempting.  

  

Alan: As I said, when an EM-DM rotation starts, the capital 

sloshing around is so much bigger this time. I think the 

vulnerability of EMs to external financial conditions could play 

mainly through rates exposure (not 0-1 crisis risk) in a set of 

countries which have become more financialized in the last 20 

years. So even if they avoid full-blown old-style crises, and many 

can, I agree with Gavyn that the kind of financial-channel 

accelerator they will see on the back of a rising world rate 

environment will be something new, and could translate into 

much more volatility via the credit channel. For the DM world and 

its policymakers, the risk is that they will play down such feedback 

effects, and set policy with a high weight on domestic concerns, 

underplaying the risk of feedback effects from policy choices 

triggering EM crunches or, worse, tail risks. 

But as Dominic notes, given the state of the cycle, those trying to 

time the rotation need to assess whether we are sufficiently far 

along. Can those investors envisage many scenarios, as yet, under 

which EM outperforms DM at a moderate horizon? It’s hard to see 

that at current valuations, though I think a big unknown is the 

 



 A debate for Gavyn Davies’ blog on ft.com 

41 
 

post-2008 DM output gap which is the subject of considerable 

angst (see e.g. the latest UK OBR model as reverse-engineered by 

the FT). DM upside depends on the recovery phase having some 

way to go, but how much is left is still 

unclear. If DM recovery is ongoing, 

and we rule out major policy mistakes 

in the DM world5, then DM-EM 

allocation may be in a secular phase 

of rotating out of EM. The better bets 

will be those EMs that have the policy 

flexibility and the clean balance sheets 

that allow them to absorb the 

rebalancing shocks with aplomb. As 

this rotation progresses we will have a 

clearer sense of which EMs are closer to graduating to DM status 

and which are not, and as that understanding percolates through 

it will show up in a divergence of pricing within the EM bloc. And 

if the DM recovery stalls for policy or other reasons, it will be 

those cleanest “dirty shirt” EMs that investment will flow back to. 

  

Gavyn: Many thanks, everyone. This is probably going to be the 

major topic of the year in the financial markets, so I really 

appreciate your help in trying to figure it out. I am sure there 

will be many shocks along the way! 

 

 

 

  

                                                        
5 Don’t be too sure: the euro crisis is a work  in progress, in Japan the jury is still out, and it 
could be 1937 any day now as some hurry to tighten monetary and fiscal levers. 

 The better bets 
will be those EMs 
that have the 
policy flexibility 
and the clean 
balance sheets 
that allow them to 
absorb the 
rebalancing 
shocks  

“ 

” 



 A debate for Gavyn Davies’ blog on ft.com 

42 
 

Disclaimer 

Gavyn Davies is an active investor and may have financial interests and 

holdings in any of the topics about which he writes. The views expressed are 

solely those of Mr Davies and in no way reflect the views of Fulcrum Asset 

Management LLP, KKR, their respective affiliates or representatives.  

The views of the other authors are also their own and are not representative of 

the institutions named. 

This material is not intended to provide, and should not be relied upon for, 

investment advice or recommendations. Readers are urged to seek professional 

advice before making any investments. 


