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ABSTRACT

e brea do n o  t e nancia  mar et  in 200  and t e en uin  debt cri i  in t e  a  produced enor-

mou  mi tru t in nancia  product  and t e monetar  tem  e emer ence o  ado  ban in  a o 

c an ed t e be a ior pattern  o  mana ement o t at it  e -intere t dominated t e intere t  o  are o d-

er  and t e ot er ta e o der  e e a e incenti e  ed to mer er proce e  in t e nancia  tem re u t-

in  in mar et tructure  in ic  in e in titution  became too bi  or too connected to ai  e empirica  

de e opment  and t e po itica  counter-mea ure  de cribed in t i  artic e point to t e act t at t e macro-

per pecti e a  been dominant, ne ectin  indi idua  irre pon ibi it  and ai ure

Key words: capita  undin , corporate ocia  re pon ibi it , nancia  mar et , principa  a ent prob em , ri  

management

RESUMEN

a ca da de o  mercado  nanciero  en 200   a ub ecuente cri i  de a deuda en tado  nido  produje-

ron una enorme de con an a en o  producto  nanciero   en e  i tema monetario   urgimiento de  

sector bancario en la sombra ( , tambi n a cambiado los patrones de conducta de la adminis-

traci n, de manera tal ue los intereses de esta última dominaron los de los accionistas  otros tenedores de 

acciones  stos alsos incenti os lle aron a usionar procesos en el sistema nanciero ue tu ieron como re-

sultado el surgimiento de estructuras mercantiles por medio de las cuales cada institución por separado se 

i o demasiado grande o demasiado cercana al racaso  os desarrollos emp ricos  las contramedidas pol -

ticas descritos en este art culo apuntan acia el ec o de ue a dominado la perspecti a macro, lo ue de 

algún modo niega la irresponsabilidad  el racaso indi iduales
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INTRODUCTION

e nancial s stem, consisting o  nancial mar ets, ban s, and insurance rms, as 
al a s been ea il  dependent on its clients  con dence in t e sustainabilit  o  t e 

nancial products it pro ides  ence, nancial products a e o ten been c aracter-
i ed as credence goods ere t e sellers act as e perts determining t e customers  
re uirements  ( mons, 199  e unctional capabilit  o  suc  mar ets is onl  pre-
ser ed i  t e sellers in a mid- and long-term ensure t e ualit  o  t e products supplied 
and are able to o ercome t e temptation to e ploit t e e isting in ormation as mme-
tr  in t eir s ort-term interests to ma imi e t eir o n income and ealt  e concept 
o  corporate social responsibilit  (CSR , de eloped in a long process o  pro essional 
e perience, as deli ered a alue base or intrinsic moti ation, ic  as been a 
certain guarantee or consumer protection   mutual trust is eroded more and more 
b  a gro ing number o  unsound sellers, nancial mar ets become inoperable

e emergence o  t e unregulated s ado  ban ing s stem ( tein, 2010  and t e 
subprime credit crisis ( iamond and Rajan, 2009  is in, 2011  a e o ten been 
mentioned as t e most important causes or t e global nancial crisis  ere ore, es-
peciall  macro-prudential approac es to nancial regulation a e been proposed 
( anson, as ap, and tein, 2011  ut as signi cant as t e macro-perspecti e mig t 
be, indi idual misbe a ior o  mar et agents is anot er important act: t e astl  in-
creasing number o  mar et-based nancial institutions as re uired t e engagement 
o  a large sta  t at is ob iousl  uite di erentl  moti ated and muc  more e trinsi-
call  oriented t an t eir peers at con entional ban s, o are subject to ig er ris s 
to t eir reputations  ellers  interests in t e orm o  ig  salaries and bonuses became 
dominant, and t is be a ior as also in ected t e sta s be a ior it in t e con en-
tional ban ing s stem  ot onl  a e t e asel accords, go ernment super ision, 
and regulation alone ailed to or  but t e sel -regulation t roug  CSR totall  collapsed  

e long-term unctioning o  nancial mar ets as been sacri ced or t e sa e o  
s ort-term sel s  interests o  management and sta

Apart rom t e predominatel  macro-orientated mainstream publications on 
t e causes o  t e global nancial crisis, t is article s eds lig t on t e indi idual re-
sponsibilities o  principals and agents  e ill demonstrate t at t e be a ioral as-
sumptions o  institutional economics deli er not onl  an ade uate diagnosis or t e 
micro-prudential causes o  t e global nancial crisis, but also arguments or t erap  

e ore t e latter is ig lig ted in more detail, e brie  describe t e basic role o  t e 
nancial sector as an important economic intermediar  in section 2  ection 3 dra s 

an alternati e picture o  t e crisis, namel  t e abundant li uidit  in global nancial 
mar ets, stressing t e role o  nancial inno ations and emerging s ado  ban ing 
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as ell as t e simultaneous euro implementation it  its impacts on t e public debt 
in single euro one member countries  As alread  mentioned, section 4 contributes 
some bac ground e planations deri ed rom institutional economics and ris  man-
agement  ection 5 dra s some important conclusions or de eloping more reliable 
national as ell as international nancial mar ets

SOCIAL RESPONSIBILITY, THE MONETARY SYSTEM, AND THE CRISIS

it out doubt t e monetar  sector pla s an important role in t e gro t  processes 
in ig l  de eloped countries  n real li e, t e ris  al a s e ists t at t e po er o  
one sector could become dominant and e en endanger t e uture de elopment o  a 

ell-balanced societal s stem  ence, a rst step must be to enumerate t e speci cs 
o  social responsibilit  a second step is to determine t e role o  t e monetar  s stem 
in democraticall -steered mar et economies  and a t ird step is to identi  t e causes 
o  t e crisis o  t e nancial mar ets  

INDIVIDUAL RESPONSIBILITY, CAPITAL FORMATION, 
AND ECONOMIC AGENTS’ BEHAVIOR

e concepts o  social responsibilit  are closel  connected it  t e et ical ounda-
tions o  open societies  ollo ing t e approac  o  met odological indi idualism in 
t e p ilosop  o  science, open societies are de ned as societies it  

 and a , ic  ensure a d namic 
e uilibrium bet een t e social goals (peace, libert , el are, and justice  and t e so-
cial instruments ( amil , moralit , la , and mar et  ( or details see etersen, 1993 
and 2004  and etersen and ueller, 1999  n suc  a societ , indi idual propert  
rig ts pla  a decisi e role  e indi iduals act in barter or mar et transactions and 
generate indi idual income, ic  is partl  consumed and partl  sa ed i  t e indi-

iduals possess su cient uman capital (e g , a ig  le el o  ocational education  
( etersen, 2012a  2012b

a ings are accumulated o er time and generate e uit  capital, ic  can be 
in ested in additional uman capital (t roug  urt er education  or in real capital 
(e g , armland or industrial in estments  apable people become entrepreneurs 

en t e  in est capital t e  a e generated b  t eir o n or  esides income 
rom labor, capital income is anot er income source, ic  ensures t e urt er e is-

tence o  an indi idual person  t s ould come as no surprise t at suc  an indi idual 
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tries to sustain is/ er e uit  capital and as ar as possible e en to increase it: t e 
indi idual acts in sel -responsibilit  n a amil  conte t, sa ings and e uit  capital 
pla  a d namic role because parents (or orebears  not onl  ta e care o  t emsel es 
but also o  t e c ildren and grandc ildren (or t e successors  t is is t e so-called 
intergenerational responsibilit  n more comple  modern societies it  elaborate 
institutional settings li e large corporations in t e pri ate sector and representati e-
l  organi ed democratic institutions, t e reciprocit  it in t e amil  is e tended to 
t e ole societ , in ic  strong societ  members ta e care o  t e less capable 
members b  implementing trans ers based on altruistic elements  is also re ects 
ideas on social responsibilit  and solidarit  ence, indi idual propert  rig ts o er 
e uit  capital are complemented b  social liabilit , ic  at least in some countries 
is e en e pressed in t e constitution 1 is social liabilit  as been t e basis or t e 
de elopment o  t e concept o  corporate social responsibilit , described in more de-
tail belo  (section 4

n comple , democraticall -ruled societies, in addition to t e citi ens, o are 
t e principals in bot  t e political and economic sp eres, t e corporate and t e go -
ernment sectors must ser e citi ens  indi idual interests  anagers in pri ate cor-
porations as ell as ban s, insurances companies, and public institutions are t e 
agents, controlled ia competition in more or less e cient mar ets or elections in t e 
political setting  e principals need t e best in ormation to e aluate t e ualit  o  
agents  per ormance and to control t eir actions   in ormation is as mmetric in a-

or o  agents and control is insu cient, principal-agent problems (PAP  arise, jeopar-
di ing ell-being in entire societies  

Agents start to ide ris  and misin orm t e principals, and decision ma ing re-
garding in estment o  e uit  capital and in ol ement in public a airs becomes 

ig l  di cult  ence, institutional arrangements (public regulations or sel -regula-
tion  to ensure transparenc  in economic and political mar ets are o  utmost rele-

ance or pre enting agents rom deplo ing e ploitation strategies against t e prin-
cipals   e cient regulations are sorel  missing, raud and corruption destro  
airness and justice, leading to mistrust in go ernance in t e pri ate and public sec-

tor, respecti el
oncrete be a ioral problems occur i  t e responsibilit  or capital is trans-

erred rom t e o ner (s are older or principals  to management (CEOs or agents). 
ecause o  as mmetric in ormation, t e management can de elop its o n interests, 

ic  could at least partl  be in con ict it  t e o ners  interests.  management 

1  ee, e.g., t e erman rundgeset  Article 14,2: ropert  entails obligations. ts use s all also ser e t e 
public good.  e concept o  t e social mar et econom  is closel  connected it  t e common el are 
obligation o  pri ate propert .



83

FINANCIAL MARKETS AND THE GLOBAL DEBT CRISIS

ESSAYS

contracts are s ort-term, reporting and controlling can be misused to e aggerate t e 
current pro t line  t at positi e picture is t en used as justi cation or salar  in-
creases and additional bonuses, meaning ig er costs or t e uture and e en endan-
gering t e urt er e istence o  t e entire compan . en t e indi idual be a ior o  
t e managers (CEOs o  ban s, insurance companies, and rating agencies, asset man-
agers, etc.) con icts it  t e collecti e e uit  capital interests o  t e s are olders 
in t e literature suc  problems a e been discussed in terms o  rationalit  traps, 
prisoners  dilemma, or agents  moral a ard be a ior.

it  t e global nancial crisis in mind, responsibilit  does not all on agents 
alone. ort-term c ances or enormous pro ts a e also in ected t e be a ior o  t e 
principals: greed and mammonism a e dominated o er traditional principles or 
sound in estments. ig -interest ields ere not understood as indicators or ig  
ris s, but or andsome pro ts and rapid propert  gro t . ere ore, t e spirit o  
t e time as to blo  up t e propert  bubble until it burst. All rational control mec -
anisms a e been o erruled b  indi idual misbe a ior.                            

 t e ole nancial s stem is pla ing Russian roulette and creating casino 
capitalism  ( inn, 2009), t ere is onl  a er  limited c ance or t e legal s stem to 
control misbe a ior and raud. ere are not enoug  district attorne s and e pert 
in estigators to monitor almost t e entire national ban ing and insurance s stem 
and especiall  not t eir international connections. A constitutional democrac  it  
all its institutions is unable to absorb t e s oc s o  a moral brea do n it in a ole 
economic sector. ere ore, principals as ell as agents a e to be seriousl  remind-
ed t at bot  must act in an et icall  correct manner i  t e unctioning o  nancial 
mar ets and t e trust in t eir products are to be ensured or uture generations. 

ere ore, public regulation as to be supplemented b  sel -regulation o  t e sellers 
and bu ers in t e nancial mar ets, bot  o  om also a e a undamental interest 
in t e (long-term) sustainabilit  o  nancial mar ets.

THE FUNDAMENTAL ROLE OF MONEY, CREDIT, 
AND BANKING IN MARKET ECONOMIES

e modern monetar  s stem is a undamental in ention o  man ind. e el are 
o  a societ  is created in t e producti e sectors, t at is, t e primar  (agricultural) 
and secondar  (industrial) sectors. it  increasing di ision o  labor and speciali a-
tion, t e comple it  o  a societ  increases enormousl , so t at a ig l  de eloped 
monetar  sector, as an important part o  t e tertiar  sector, is a basic prere uisite or 
impro ing a societ s gro t  potential. e implementation o  a monetar  s stem 



84

HANS-GEORG PETERSEN AND ALEXANDER MARTIN WIEGELMANN

NORTEAMÉRICA

dramaticall  reduces t e transaction costs o  a barter econom  and or s almost as 
a lubricant  or urt er de elopment. ere is no doubt about it: t e nancial sector 

as contributed substantiall  to t e el are gains in ig l  de eloped societies.
ut, as usual, t ere is a re erse side o  t e coin: a monetar  s stem as to pla  a 

supporti e role or t e economic process because ell-being is predominantl  cre-
ated b  t e primar  and secondar  sectors. ile in t e primar  and secondar  sec-
tors t e e uit  capital o  t e business o ner (sole trader or s are older) dominates, 
t e nancial sector is muc  more dependent on deposits and borro ed unds: t e 

asel  Accord demands minimum capital re uirements to secure a ban s sol enc , 
ic  as to be bet een 1.  and 12.5 percent depending on t e indi idual ris s 

structure. urt ermore ban  capital is di cult to de ne and ig l  olatile. ince 
ban s predominantl  or  it  borro ed capital, con icts o  interest emerge, 

ic  a e been described b  modern institutional economics and ere alread  
mentioned abo e: t e PAP and moral a ard.

n a macroeconomic ie , net sa ings ta e place in ouse olds, ile t e busi-
ness and t e go ernment sectors are usuall  debtors. n ot er ords, t e business sec-
tor (including t e ban s) is acting it  more or less borro ed mone  ile t e state is 
totall  dependent on ta pa ers  mone . ere ore, in bot  sectors t e a ard e ists 
t at t e agents (ban  managers, politicians, and bureaucrats) acting it  borro ed 
capital mig t andle it more carelessl  t an t e principals (capital o ner or ta pa er) 

ould it  t eir o n capital.  t is ind o  be a ior becomes dominant, societies are 
con ronted it  mar et and go ernment ailures, ic  jeopardi e ell-being and 
uture de elopment. ence, democraticall -controlled state and international regula-

tions or t e nancial sector (t e ban ing and insurance s stem) are necessar  to pro-
tect in estors and o ners o  capital (t e principals) against e ploitation b  t e manag-
ers o  t e nancial sector (t e agents), o in realit  o ten s o  moral- a ard be a ior 
b  ta ing too man  ris s it  borro ed capital. ut as mentioned abo e, agents  
long-term interests must be stressed, e en i  t at ould mean e er salar  i es and 
bonuses in t e s ort run. anagement contracts and remuneration a e to be orient-
ed to t e long term to create a certain job securit  and personal responsibilit  so t at 
s ort-term income interests are dominated b  long-term reasoning.

 

CAUSES OF THE CRISIS  – TOO BIG AND TOO CONNECTED TO FAIL

A modern, e cient nancial sector steered b  responsible nancial managers acting in 
t e interests o  t e capital o ner but also in t eir o n personal pro t interests remains 
an important target o  national and international economic polic  and regulation. e 
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abolis ment o  capital transaction controls and t e globali ation process a e broad-
ened t e nancial mar ets, created ne  nancial products, and a e allo ed ne  
t pes o  nancial institutions to emerge, less or almost totall  unregulated b  national 
super isor  aut orities. speciall  in t e nited tates, a  emerged, 

ic  gained tremendousl  in rele ance and e en started to dominate t e classical 
ban ing structures. n suc  an en ironment, subprime mortgages  (in realit  an irre-
sponsible p ramid or on i sc eme) could be in ented  ( is in, 2011), ic  almost 
destro ed t e monetar  s stem in t e 2008 crisis. e e aggerated ris  be a ior o  . . 
s ado  ban s, ic  initiall  created ig  pro ts, as also in ected t at o  t e uro-
pean ban s, o ounded t eir o n in estment branc es in t e . . 

rom a s ort-term perspecti e, e en er  dubious pro ts made b  e treme ris -
ta ing increase t e rate o  return, ic  induces rising mar et capitali ation in stoc  
mar ets.  con entional ban s do not ollo  suit, t e  lose in mar et capitali ation 
and are in danger o  a ostile ta eo er. ere ore, more and more ban s ad to ta e 
increasing ris  positions to sur i e in a ildl  accelerating ootrace or a better com-
petiti e position, nall  leading into t e near collapse o  t e nancial s stem. is 
process as accompanied b  a long-term polic  o  c eap mone  in t e . . created 
b  t e ederal Reser e stem polic  and initiated b  Alan reenspan. n urope, 
t e euro introduced in 1999 also ga e rise to t e act t at at least in some member 
states (especiall  t e GIIPSC states: reece, reland, tal , ortugal, pain, and prus), 
t e interest rate dropped dramaticall . is resulted in greatl  increasing public debt 
le els, especiall  a ter t e 2008 crisis, ic  led into t e euro one s 2011 crisis.

e broadening o  nancial mar ets as increased t e pressures on ban s and 
insurance companies to mo e into business segments ormerl  in t e ands o  special-
i ed nancial institutions (li e in estment ban s, pri ate e uit  unds, edge unds, 
etc.). en erman ban s it  a er  good reputation or small- and mid-mar et ser-

ices temporaril  lost interest in t is segment and concentrated on big rms and in-
estment ban ing ser ices. e s ort-termed ind alls induced a process o  mergers 

t at substantiall  increased mar et concentration, posing a t reat or uture competi-
tion. imultaneousl , t e international connections intensi ed because o  ne  nan-
cial products created and boug t b  con entional ban s.2 imilar processes a e ta -
en place all o er t e orld resulting in s stemic  ban s. n t e one and, t ese 
institutions are considered too big to ail, because ban ruptc  o  a single ban  ould 
no  endanger t e e istence o  t e national nancial s stem. n t e ot er and, t ese 
institutions are also too internationall  connected to ail, ic  ould endanger t e 
supranational or e en global nancial s stem. All t is as accompanied b  more or 

2 or t e increase in connectedness a ter t e crisis, see eli on (2014).



86

HANS-GEORG PETERSEN AND ALEXANDER MARTIN WIEGELMANN

NORTEAMÉRICA

less ine cient super isor  mec anisms, especiall  totall  insu cientl  regulated rat-
ing agencies, ic  are pri ate rms. is led to an increasing number o  e perts and 
citi ens losing con dence in nancial institutions despite t e act t at nancial prod-
ucts are predominantl  credence goods  as mentioned abo e.

THE EMPIRICAL PICTURES OF THE CRISIS

e international capital mar ets a e been c aracteri ed b  ig  and increasing li-
uidit  in recent decades, especiall  a ter e tensi e liberali ation as a conse uence o  

t e all o  t e ron urtain. Additionall , t e periods o  consolidation in t e budgets o  
t e . . under t e linton administration and t e  induced inno ations in t e -
nancial mar ets to pro ide or alternati e in estment products. ese de elopments 
strengt ened t e le erage e ects and enlarged credit potentials in t e pri ate sector. 
ncreasingl  ris  nancial products accompanied b  t e introduction o  t e ne  cur-

renc  in urope (t e euro) led to t e nancial crisis, in ic  t e e ploding public 
debt in t e euro one as contributed additional ris s to an alread  gloom  prospect.

LIQUIDITY AND THE CRISIS IN FINANCIAL MARKETS

eginning in t e earl  1990s, gro ing rents in t e ra -material-producing countries 
particularl  ooded t e international nancial mar ets, ic  ad just been almost 
totall  liberated a ter t e 1990 c ange. Additionall  a long period o  strong econom-
ic gro t  as obser ed in t e emerging BRICS ( ra il, Russia, ndia, ina, and 

out  A rica). e ra -material-producing and emerging countries ere not able to 
absorb all t e e port surpluses in t eir o n countries, so t eir go ernments and/or 
ban s loo ed or pro table in estments especiall  in t e ig l  de eloped industri-
al nations. Alternati e in estment in t e reall  need  de eloping countries (o ten 

ragile states ) ( etersen, 2010) did not ta e place because o  a supposedl  lac  o  
in estment securit ,  so t eir gro t  remained comparati el  moderate.  

igure 1 demonstrates t at since t e beginning o  t e 1990s, t e sa ings rates o  
t e oil-e porting and emerging economies strongl  increased, ile t ose in t e ad-

anced economies slo l  decreased. igure 2 s o s t at t e decline o  t e sa ings 
rate as been especiall  s arp in tal , apan, and t e nited ingdom. ile t e 

. . sa ings rate also ell to about one percent in 2005, it reco ered a ter t e 200 /2008 
collapse.
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Figure 1
GROSS SAVING RATE DYNAMICS AS A PERCENTAGE OF GDP

Figure 2
HOUSEHOLD GROSS SAVINGS RATE IN ADVANCED ECONOMIES 
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ot  gures gi e clear ints t at t e e cess o  sa ings o er desired in estment 
in t e past t o decades as absorbed in t e ig l  de eloped countries, t e . . 
and European Union member states.3 ere, in estment predominantl  ent into 
ne  nancial products and go ernment bonds. e e cess li uidit  and t e c eap 
mone  polic  in t e U. . and Europe establis ed t e uestionable incenti e or re-
ducing sa ings in t e ig  de eloped countries and increasing t eir oreign debt. 

FINANCIAL INNOVATIONS AND SHADOW BANKING

e lo -interest polic  o  t e ederal Reser e stem ( ed) and t e European en-
tral an  (ECB) conse uentl  caused strongl  decreasing rates o  return on go ern-
ment bonds so t at international in estors on t e global nancial mar ets searc ed 
or pro table in estment at ig er rates o  return, ignoring t e act t at ig er rates 

o  return are onl  possible b  ta ing ig er ris  positions. ere, nancial inno a-
tions came into pla . umerous ne  nancial products ere in ented to attract t e 
e cess suppl  o  capital:

  single securiti ations (e.g., asset-bac ed securities ABS])
— multiple securitizations (e.g., collateralized debt obligations [CDO])
— securitization-based deri ati es (e.g., credit de ault s aps [CDS])
— re-securitization and re- pot ecation.

Additionall , ne  nancial institutions emerged or a e greatl  gained in in-
uence. on entional or commercial ban ing as supplemented b  a s ado  ban -

ing s stem (mar et-based nancial institutions li e edge unds, structured in estment 
e icles, in estment ban s, pri ate e uit  unds, mone  mar et unds, insurers, 

etc.), ic  conduct credit trans ormation outside national ban ing regulations and 
accords (e.g., asel  and ). e nancial inno ations as ell as t e ne  nancial 
institutions ere becoming increasingl  comple  so t at in ormation about t e real 
ris  structures o  t e di erent in estment products as more or less idden. is 

as especiall  true or multiple securitization structures, ere e en e perts ere 
not able to e aluate t e products  ualit . is as been demonstrated b  alse e al-
uations b  t e rating agencies ( tandard  oor s, ood s, itc  Rating), interest-
ingl  all U. . pri ate companies. b iousl  t ere as been no product liabilit  or 

3  or a critical anal sis o  e cess sa ing  see bst eld and Rogo , 2009  er en and gu en, 2010  and orio 
and is atat, 2011.
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nancial products eit er on t e national or t e international le el, ile product li-
abilit  or industrial products is er  stringent e en internationall .

e empirical de elopment in t e U. ., ic  signi cantl  contributed to t e 
nancial crisis o  200 /2008, is s o n in igures 3 and 4. igure 3 demonstrates t at 

since 1985, t e s ado  ban ing s stem (suppl ing t e nancial inno ations ) as 
increasingl  important. e gro t  o  largel  unregulated ABS issuers outpaced t e 
gro t  o  regulated con entional ban s  securit  emissions  in 2008, t e olume o  
t e s ado  ban ing sector reac ed its pea  it  about U 20 trillion compared to t e 
con entional ban ing sector it  about U 11 trillion. 

Figure 3
GROWTH OF SECURITY EMISSIONS IN U.S. FINANCIAL SECTORS

1 ABS issuers include conduits such as special-purpose vehicles.

Source:

e so-called true-sale securitizations are di ided into t e con entional ABSs 
and collateralized debt obligations (CDOs). Conventional ABSs consist o  broadl  di-
versi ed and omogenous credits  t eir credit ort iness can usuall  be estimated 
b  actuarial mat ematics. o ever, CDO is an umbrella term or structured bonds, 
collateralized b  muc  more eterogeneous assets li e credits o  private companies 
partl  traded on t e stoc  e c ange, illi uid propert , real estate credits (collateral-
ized mortgage obligations or CMOs), pa ment re uests or automobile loans, credit 
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card loans, student loans, consumer credit, public debt titles, etc. Additionall  CDOs 
t emselves ave been securitized again (re- or even multiple-securitization), so t at 
or investors t e ris  structures ere usuall  totall  idden. igure 4 represents t e 

brea do n o  true-value securitizations in t e U. . and t eir development since 1985. 
e gure illustrates t at until t e nancial crises, subprime mortgages permanentl  

gained in importance, and t e same is true or t e CDOs. o ever, especiall  ig l  
comple  and ris  products dominated t e mar et or true-sale securitizations.

Figure 4

1 Especially CDOs.
Source: 

ence, establis ed mec anisms or e cient individual ris  management ere 
no longer use ul. At least t e ig er ield or some o  t e products as a roug  int 
t at t e ris s involved ere steadil  increasing. And all t is appened it out an  
in ormation or arnings to investors. iabilit  and responsibilit  considerations ob-
viousl  did not e ist on t e side o  t e product innovators and no product recall as it is 
usual or de ective products in t e industrial and consumption goods sectors  as 
ever appened.
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EURO IMPLEMENTATION, THE CRISIS OF CREDITS, 
AND EXPLODING PUBLIC DEBT

arallel to t is period o  product innovations on nancial mar ets and t e U. . c eap 
mone  polic  to overcome t e 2000 e plosion o  t e dot-com bubble (collapse o  t e 

e  ar et ), t e European currenc  zone as implemented. e c eap mone  
polic  is re ected in t e development o  t e ederal unds rate, s o n in igure 5.

Figure 5

Source:

e ederal unds rate decreased steadil  rom t e 1980s on (also re ecting de-
clining in ation rates) and almost reac ed zero percent in t e crisis ears 200 /2008.

e crisis o  credits emerged in several steps:

—  e aggressive subprime mortgage polic  o  t e U. . s ado  ban ing s stem 
(including European subsidiar  companies, li e eutsc e an  and man  

erman andesban en ) led to lo er lending standards and ig -ris  mort-
gage products (li e adjustable-rate mortgages)

—  e limitation o  mortgage liabilit  on ousing in t e U. .  t ere is no joint 
and several liabilit  or individuals li e in man  European countries 4
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—  al unctioning o  rating agencies t at overloo ed t e massive problems, es-
peciall  in t e s ado  ban ing s stem

—  e real estate bubble ( onzi or p ramid sc eme) as a conse uence o  care-
less or even irresponsible policies and investment be avior

—  rea do n o  t e over eated real estate mar ets in t e U. . and Europe as 
ell as t e collapse o  t e s ado  ban ing s stem

—  n ection o  commercial ban s and insurance companies, ic  eld value-
less securities (especiall  CDOs)

—  verreaction o  t e rating agencies in do n-grading t e government debt 
titles in t e U. . and Europe

—  Collapse o  real economic activities in single countries accompanied b  sig-
ni cant monetar  and scal polic  reactions

—  ecreasing GDP and increasing interest pa ments on government debt in-
duced enormous budget de cits

—  e enormous increase in re unding needs in some EU member states caused 
even stronger rising interest rates

— ndividual countries came close to ban ruptc  (GIIPSC)
— Crisis o  con dence in t e euro s stem
— mplementation o  nancial rescue-parac utes.

eeping in mind t e development in t e eurozone, t e implementation o  t e 
euro, especiall  t e convergence process be ore t e implementation p ase, reduced 
in ation and improved stabilit  in most o  t e participating EU member states. igure 
 demonstrates t at t e process to introduce t e euro ad an enormous impact on in-

terest rates in t e countries o  t e eurozone  e c ose t e net ields o  10- ear govern-
ment bonds as an e ample. t becomes obvious t at t e euro implementation dramati-
call  reduced interest pa ments on government bonds especiall  in t e GIIPSC states. In 
t e ear o  t e introduction o  t e cas  euro, 2002, interest rates in almost all member 
states o  t e zone dropped to t e erman level. And t e spread in bet een t e interest 
rates remained ver  close until t e beginning o  t e crisis in t e rst al  o  200 .

ere ore, t e implementation o  t e euro led to a strong decrease in interest 
structures in all t e member countries it  t e e ception o  erman , ic  alread  

ad ver  moderate interest rates due to t e eutsc e undesban s stringent mon-
etar  polic . is decline in national interest pa ments or ed li e a business stim-
ulus pac age, ic  caused a boom at least in some member countries, ereas 

erman  remained in stagnation until t e measures o  t e Agenda 2010 developed 
t eir ull positive impacts.
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e lo  interest rates ave not onl  in uenced economic activities in t e mem-
ber countries, but also induced t e governments to increase t eir public debt be-
cause o  t e c eap mone  t at ooded international nancial mar ets. As a conse-

uence, oreign debt dramaticall  increased, ic  at least or a certain period as 
idden because o  t e continuing moderate interest pa ments in public budgets. ut 

i  t e public debt e ceeds a level o  bet een 0 and 80 percent in relation to GDP, in-
creasing interest rates usuall  cause a dramatic i e in t e interest pa ments so t at 
e ploding budget de cits sur ace. ence, t ese developments induced an increased 

eterogeneit  in t e eurozone and t e EU. A process o  divergence o  economic indi-
cators, especiall  internal in ation rates, began.

ince 200 /2008, t ese processes ave step b  step and muc  too slo l  been 
internalized b  t e rating agencies, ic  abruptl  c anged t eir policies and si-
multaneousl  caused a sudden collapse o  trust in governments  abilit  to manage 
suc  a crisis. e re ection on t e international nancial mar ets as an e plosion 
o  t e ris  component in compound interest rates, ic  also appened in t e euro-
zone and is depicted in igure  as ell.

Citizens in t e GIIPSC countries increased consumption levels even more, boug t 
goods and services in t e e  stable countries in t e eurozone ( inland, erman , 

u embourg, and t e et erlands), and a real e odus o  capital rom t e GIIPSC states 

Figure 6

Source:
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to t e stable states occurred. is is clearl  e pressed in t e so-called target2 balanc-
es, ic  re ect t e imbalances o  services and capital movements o  t e single 
member states.5 igure  s o s o , since summer 200 , t e ormerl  negligible 
target2 balances practicall  e ploded and reac ed t eir pea  in ul /August 2012. 

ince t en, t e ma imum gap, especiall  bet een erman  and pain but also -
vis t e ot er member states o  t e eurozone, as diminis ed slig tl .

Figure 7
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e slig t reversal trend in t e target2 balances since all 2012 is also re ected in 
t e development o  government bonds  net ield. e implementation o  t e Euro-
pean nancial rescue parac utes ( ecurit  ar et rogram [SMP] o  t e ECB, European 

iscal tabilit  acilit  [EFSF], European tabilit  ec anism [ESM], European iscal 
Compact [EFC], European inancial tabilisation ec anism [EFSM]) ave obviousl  
temporaril  calmed do n t e actors on t e international nancial mar ets so t at 
long-term interest rates ave also dropped it  some interruptions  since all 2012 
(see igure 8). 

5 or more details on t e target 2 balances see, or e ample, inn (2012).
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Figure 8
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nl  t e uture ill tell i  t e political measures being implemented ill be su -
cient or not. An economic polic  in t e individual member countries t at reduces 

public de cits and t e interest burden in budgets seems to be t e onl  easible course 
or consolidating and gaining bac  t e trust in national governments. All t e discus-

sions on gro t  en ancements up to no  ave been pure r etoric, because nobod  
as been able to e plain o  suc  programs can be nanced it out endangering 

t e uture again  despite t e act t at suc  concrete programs are badl  lac ing.
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INSTITUTIONAL ECONOMICS AS A BACKGROUND EXPLANATION

Economic t eor  elps to e plain at ent rong especiall  in t e last t o or t ree 
decades o  real li e. e a orementioned approac es o  institutional economics li e 
t e principal-agent problem (PAP) are o  utmost relevance as is demonstrated in t e 
ollo ing section.

As long as management onl  relies on e uit  capital, no PAPs e ist or t e most 
part. Even i  t e entrepreneur as limited in ormation (especiall  about uture trends), 

e/s e develops is/ er o n e pectations based on e perience and arrives at is/ er 
o n management decisions regarding e pected ris s. In t e simple neoclassical setting, 

e/s e tries to ma imize is/ er pro ts, assuring or even broadening is/ er e uit  
capital basis. e/ e is interested in sustainable development and even voluntaril  
internalizes negative e ternal e ects, ollo ing t e rules o  airness (in a Ra lsian sense) 
and even ensuring inter-generational responsibilit  in a amilial as ell as societal con-
te t  e/s e is acting as a decent tradesman ( e rbarer au mann ), ic  in t e er-
man literature orms t e basis or t e concept o  corporate social responsibilit  ( lin , 
2008). is idealized conte t as to be compared it  modern economic structures, 

ere sole-traders and small enterprises still e ist but borro ed capital and comple  
organizational structures pla  a dominant role. orro ed capital o ten c anges t e con-
ditions or responsible be avior because borro ed capital as ormed rom t e savings 
o  t ird persons. is alone mig t in uence an investor s ris -ta ing attitudes.

e bac ground or suc  a be avioral impact is t e so-called leverage e ect, 
ic  re ects t e level o  borro ed capital. Usuall  t e return on e uit  in a rm is 

ig er t an t e mar et interest rate (t e so-called ris - ree interest rate).  I  an inves-
tor can earn 10-percent interest on an investment in is/ er o n rm and t e mar et 
interest rate is just 5 percent, borro ing is rational because t e pro t is increased b  
t e 5 percent o  t e investment nanced rom borro ed capital. I  t is pro t is added 
to t e pro t on t e e uit  capital, t e return on e uit  increases rom 10 percent at 
assumed 100 000 currenc  units o  e uit  capital and zero borro ed capital to 15 per-
cent at 50 000 currenc  units o  e uit  capital, to even 30 percent at 20 000 currenc  
units o  e uit  capital to in nite at zero e uit  capital (see igure 9). e leverage e -
ect is even boosted i  t e e cess e uit  capital can be invested in similar investment 

projects t at o er t e same return. At an e uit  investment o  10 000 currenc  units 
per investment, 10 investment projects o  100 000 currenc  units eac  can be nanced 
so t at t e pro t increases rom 10 000 currenc  units in t e case o  100-percent e uit  

nancing to 55 000 currenc  units in t e case o  10-percent e uit  nancing. ere ore, 
it seems rational to emplo  borro ed capital, but t is use is connected it  substan-
tial ris s dependent on t e e uit /borro ed capital ratio.
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e entrepreneur is al a s con ronted it  t e ris  t at is/ er return on e ui-
t  mig t not be sustainable but could decrease in t e uture. In t e case o  using bor-
ro ed capital, an additional ris  arises: i  t e rate o  return declines, t e borro er can 
no longer service t e debt (interest pa ment and amortization o  t e borro ed capi-
tal). o  it depends on t e ris  e pectations and evaluation o  t e single entrepre-
neur i  t e input o  borro ed capital c anges is/ er attitudes about ris  ta ing. 

ong-term e perience and some empirical evidence seem to prove t at t e input o  
debt capital increases t e illingness to ta e ig er ris s especiall  in cases ere 
limited liabilit  e ists (e.g., limited liabilit  companies and joint stoc  companies).

Figure 9

Source: Own calculations.

e input o  borro ed capital combined it  limited liabilit  arrangements al-
read  sets incentives or investors to ta e more ris s t an in t e case o  ull e uit  

nancing. I  t en t e intrinsic motivation stemming rom et ical paradigms li e t e 
decent tradesman  is buried in oblivion and no longer communicated as a leading 

image, t e obstacles or ris -ta ing be avior are eroded more and more. 
As long as man  economists are o  t e opinion t at moralit  and et ics are just 

problems o  p ilosop  and not part o  dail  economic li e, it is no onder t at critical 
developments in our societies are coming to t e sur ace and into people s conscious-
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ness. ince t e ver  beginning o  t e t eor  o  economic t oug t, economists ave 
been ull  a are t at serious mar et ailures do e ist, ic  must be overcome b  e -

cient governmental regulation. ut i  mar et ailures are not cured and t en are ac-
companied b  moral ailures o  t e agents acting in t e mar ets (t e suppliers and 
demanders o  goods and services),  t e entire social and economic s stem could even 
be jeopardized. nl   ( good governance ) and educa

tion in fundamental values can prevent us rom suc  catastrop es.
Anot er ris  or spreading moral ailures is to be seen in t e comple  economic 

structures t at e ist in modern economic s stems. e sole trader and t e personal 
entrepreneur rel ing on e uit  capital and sel -responsibilit  are still uite t pical in 
some app  countries it  a large sector o  small and medium-sized enterprises 
(SME)  but in all ig l  developed countries, big incorporated companies it  so-
p isticated organizational structures dominate. or reasons o  simplicit , igure 10 
s o s some o  t e comple  governance relations.

I  governance decisions are delegated to managers, in terms o  modern institu-
tional economics, agents emerge o manage t e o ner s e uit  capital or, in case 
o  corporations, t at o  t e s are olders, o are t e principals in our approac . 

rincipall  t e managers (or t e board o  directors or c ie  e ecutive o cers [CEOs ) 
ave to act in t e interests o  t e s are olders to ma imize t e s are olders  value. 

In social-mar et-oriented societies li e erman , sta e olders  interests are also le-
gall  ensured ( itbestimmungsgesetz  or Co- etermination Act  see igure 10) to 
sa eguard t e common el are obligation o  private propert . en additional 
agents appear on t e scene representing somet ing ot er t an t e o ners  interests. 

anagers are not solel  acting in t e interest o  s are olders, but developing strong 
interests o  t eir o n, especiall  interests to ma imize t eir o n ealt . In e treme 
cases, t ese interests become dominant so t at t e e uit  capital bases o  t e s are-

olders ma  even be destro ed (e ploitation o  t e s are olders b  t e manage-
ment). ut t is is onl  one PAP; man  ot ers are also involved. 

rade union o cials, ose main tas  is to represent t e interests o  emplo ees 
( o are t e principals in t at relations ip), also develop t eir o n incentives, 

ic  ma  con ict it  t ose o  t eir clients. Certainl , a trade union representative 
in a supervisor  board or even a board o  directors develops is/ er o n interest 
or ig er remuneration. Also, numerous PAPs can be involved in t e relations ips 

bet een supervisor  board, s are olders, and managers. ence, comple  gover-
nance structures are inevitabl  connected it  multi-stage PAPs.

  ar ets are just societal instruments li e et ics  i  t e agents (suppliers and/or demanders) on t e mar ets 
are acting immorall , mar et outcomes ill be immoral, too. or details see etersen (1993: 128, 138).
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Figure 10
CORPORATE GOVERNANCE STRUCTURE IN GERMANY

A speci c e ample o  a collapse o  corporate social responsibilit  can be seen in 
t e previousl  described crisis o  t e nancial mar ets ( or details see etersen 
[2012c ).  As alread  mentioned, a modern, e cient nancial sector steered b  re-
sponsible nancial managers acting in t e interests o  capital o ners but also in t eir 
o n personal interests remains an important target o  national and international eco-
nomic polic . e abolis ment o  capital transaction controls, t e globalization pro-
cess itsel , and t e implementation o  in ormation tec nologies broadened nancial 
mar ets, created ne  nancial products, and gave rise to ne  t pes o  nancial insti-
tutions, less or almost completel  unregulated b  national supervisor  aut orities. 

Investment traders and ban  managers on s ort-term contracts misused t eir 
mandates predominantl  in t eir o n income and propert  interests and conse-

uentl  destro ed trust in t e nancial s stem, it  ar reac ing conse uences or 
uture development. And all t at appened despite t e act t at all t ese institu-

tions, et er private, partl  in a public-private-partners ip (PPP), or totall  public, 
ad et ical guidelines and corporate social responsibilit  declarations in t eir com-

pan  presentations.

  ee, or e ample, eutsc e an s internet presentation (n.d.), is as not prevented eutsc e an s CEOs 
and asset managers rom pla ing a ver  uestionable role during t e subprime mortgage pe in t e U. . 

ee t e 2012   exposé.
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ere ore, complexit  must be reduced, transparenc  increased, and in ormation 
s stems substantiall  improved. anagers ave to be reminded o  t e guiding prin-
cipal o  a decent tradesman, so t e  ollo  t e obligations o  corporate social respon-
sibilit  once again. e  need to internalize t e traditional no ledge t at nance 
and ban ing depend on t e clients  trust in t e monetar  s stem. is allo s principals 
to regain control over t e s stem and redevelop t e necessar  trust ic  is indis-
pensable or uture gro t  and el are. ut t is recover  as to be accompanied b  
more e cient public (macro-prudential) regulation, ic  must be implemented 
globall  even b  countries li e t e U. . and t e U , ere t e reluctance to ta e suc  
measures is still muc  too strong.

CONCLUSIONS

ot  t e economic and political s stems urgentl  need e cient rules and regulations, 
ic  ave been extensivel  discussed in political and economic t eor . e neces-

sar  tec nical conditions are more or less obvious toda  because positive examples 
exist. ut even in t ese cases, serious s ortcomings prevail, as t e 200 /2008 orld 

nancial crisis demonstrated. e predominantl  ell- no n tec nical conditions 
o ten do not unction because uman beings displa  serious s ortcomings it  re-
gard to t e internalization or internalize insu cientl  o  t e underl ing value s s-
tem. is is due to t e act t at in man  discussions tec nical conditions predomi-
nate, ile t e et ical oundations o ten remain ambiguous. Almost ever  corpora-
tion as its o n CSR guidelines, ic  all sound uite convincing and are usuall  part 
o  t e compan  presentation. ut t is o ten remains a pure mar eting strateg  it  
no conse uences in real actions. e most prominent example is t e be avior o  t e 
managers as agents o  ban s and insurance companies, o s ould be ull  a are 
t at nancial mar ets onl  unction in t e long run en t e respective actors trust 
eac  ot er and are also su cientl  trusted b  t e public. e s stem inevitabl  col-
lapses i  t is trust is destro ed. at as not indered most agents rom be aving li e 
lemmings to protect t eir sel -interest over t eir principals  interests. Certainl , s ort-
term or  contracts created some uestionable negative incentives, but t ere as 
also been massive criminal impetus.

I  one discusses it  t e predominantl  oung nancial bro ers and traders, it 
becomes obvious t at t eir motivation is ver  similar to t at ic  dominates in 
anot er eld o  dail  li e: pro essional sports. e  ant to earn t e ig est return 
in t e s ortest possible period most o  t e leading international soccer clubs are al-
most ban rupt. e international nancial s stem is not a casino, and casino capi-
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talism  ( inn, 2009) as executed in recent ears destro s t e ver  basis o  democrat-
ic, mar et-oriented ree societies. at is badl  needed is a general outcr  or a ne  
et ical oundation o  politics and economics even in our ig l  developed countries 
and all over t e orld. I  computers and mat ematical algorit ms replace uman 
beings in nancial mar ets t is is called electronic trading and ban ing , not sur-
prisingl , social responsibilit  as allen victim to tec nical progress. ut t is tec ni-
cal progress destro s t e ver  basis o  our societies. e ave to reduce complexit  
and develop more s epticism about eas , uasi-automatic solutions. 

e lessons one can learn rom t e last nancial crises are mani old. e nancial 
sector as part o  t e service sector as developed too strong sel -interests expressed in 
extraordinar  rates o  returns, salaries, and bonuses: t e sel -interest o  agents prevail 
over t e o ners ip interests o  principals. ere ore, t e nancial sector s role as 
become more and more relevant, almost displacing not onl  t e o ners  interests but 
also political in uences. e nancial sector as to be reduced to its classical role o  
serving t e real econom  regulated b  strong national states and international organi-
zations. Agents in t e nancial sector must ollo  a personall  binding code o  con-
duct so t at t e people s trust in nancial institutions is sa eguarded and not sacri ced 
or s ort-term individual advantages.

ost importantl , arbitrage and speculation are o ten instruments to improve 
mar et conditions and move to ard e uilibrium. ence, speculation in nancial mar-

ets ma  positivel  impact goods mar ets and increase el are. In t e case o  as m-
metric in ormation and excessive po er on t e suppl  side, agents are able to induce 
price i es b  arti ciall  increasing demand, as appened it  subprime mortgag-
es be ore t e 200 /2008 crises. Underl ing onzi sc emes evo e price bubbles,8 

ic  eventuall  burst and mig t even destro  ormerl  ell- unctioning mar ets. 
Cras es o  nancial mar ets can in ect goods mar ets and drag t e real sector into 
recession. is ind o  speculation destro s ell-being  t ere ore, countermeasures 

ave to be implemented in t e orm o  macro-prudential solutions or monetar  polic  
and regulation.

ut agents  long-term sel -interests s ould also be directed against el are-de-
stro ing speculation. In spite o  t e act t at t e media as named some eroes  as 

aving rst detected t e coming nancial mar et cras , almost ever  merel  reason-
abl  in ormed economist ad all t e necessar  in ormation about t e undamental 
dise uilibrium in t e U. . mortgage s stem and be ond. ut t is no ledge did not 
stop agents rom blo ing t e bubble up as long as possible because t eir intrinsic 
motivation as dominated b  alse incentives. ere ore, nancial experts s ould 

8 or examples o  price bubbles see an oening, illiams, and a aster (1993).
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put more e ort into developing strategies t at in t e uture ill sa eguard t e stabil-
it  o  national as ell as international nancial mar ets. at is important is no long-
er innovations o  ne  complex nancial products important, but rat er t e imple-
mentation o  corrective measures, ic  ill serve t e long-term interests o  t e 
clients so t at trust in t e nancial sector is restored. uc  measures include ualit  
labels or nancial products, certi cations, international product liabilit , and reli-
able, re-producible, and independent rating procedures. iabilit  and product recall 
b  issuers ould be clear signals o  t e degree o  reliabilit  (and t e ris s involved) 
and ould improve transparenc . ence, consumers  protection is in line it  t e 
undamental sel -interests o  nancial agents because it ensures t e long-term unc-

tioning o  t e mar ets. oluntar  product guarantees are a orm o  micro-prudential 
regulation corresponding to CSR obligations and substituting t e need or muc  strong-
er regulator  measures b  state aut orities.

e concentration process it in t e nancial sector as to be stopped b  appro-
priate regulation to secure su cient competition among t e di erent institutions o  
t e ban ing and insurance sector. rienting exclusivel  to big clients (large enter-
prises or ric  individuals) as to be corrected in avor o  a ban ing and insurance 
sc eme in ic  t e average citizen is t e ocus o  nancial services. A combination 
o  savings, cooperative, and private ban s is o  utmost relevance. e old erman 

ouse ban  s stem as been a good example. rivate clients and rms ave orga-
nized t eir debit and credit relations using a single ban , and t e ban  managers ere 
per ectl  in ormed about t eir credit ris s independentl  o  ot er agents (li e t e rat-
ing agencies). e asel Accords ave partl  destro ed t is s stem, ic  is o  special 
value or t e SME sector. ut in t e meantime, at least t e smaller nancial institutions 

ave realized t at ile suc  a s stem ma  lead to a decreasing rate o  return, it also 
increases sa et  in investments t roug  trust.

ence, t e SME sector needs corresponding small and medium-sized ban s (SMB), 
it  managers closel  connected to t e clients and amiliar it  t eir individual 

ris  pro les. ani old securitization brings enormous in ormation losses and t e 
ris  o  misuse. ulti-agent s stems ormed b  s ado  ban s and rating agencies 
su er rom serious PAPs, di cult to control ade uatel  b  governmental regulation. 

e in uence o  misled, inade uatel -controlled agents contributes to speculative 
bubbles and p ramid and avalanc e e ects so t at t e undamental economic data are 
no longer o  relevance or stoc  mar ets and rms  capitalization. ort-term specu-
lative interests t en endanger t e long-term ell-being o  ole societies.

In developing and emerging countries, SMEs as ell as SMBs must be supported 
in t e development process until t e  orm t e bac bone o  t e econom  and dis-
pla  sustainable business models. Conventional ban ing met ods ave to be com-
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bined it  modern nancial products, ic  must be c aracterized b  an ade uate 
rate o  return and a transparent ris /re ard ratio. Cooperative credit institutions 
acting in t e interest o  ban  clients are also a promising approac  or limiting t e 
in uence and t e concentration it in t e globalizing mar et. is mainl  creates 
advantages even or smaller lenders to gain access to international capital and to over-
come situations o  national capital s ortages. ut just as important as an e cient SMB 
s stem is citizens  trust or mistrust in t e national s stem o  governance.

ast but not least, t e European currenc  s stem ill onl  survive i  t e leading 
politicians in t e eurozone are courageous enoug  to emancipate t emselves rom 
t e U. . and t e U , bot  o  ic  obviousl  ave di erent interests and concepts o  
t e role o  nancial mar ets in t eir respective economic s stems. Europe badl  
needs a nancial arc itecture o  its o n to separate ris  pro les into conventional 
ban ing, investment ban ing, and ig -ris  areas, in ic  t e super-ric  can pla  in 
t e casino st le.   utmost importance is monetar  polic  returning to a sound 
polic  t at guarantees a positive real interest rate in t e medium- and long-term per-
s pective. nl  at a positive real interest rate are t e necessar  savings incentives set 
or individuals, o are re uired to overcome t e problems o  demograp ic c ange b  

partl  capital- unded insurance sc emes. e uture o  social securit  in our societies 
is jeopardized it out a strong compound-interest e ect in t e private and public 
insurance sc emes. ere ore, as soon as possible, t e ECB as to c ange its current 
c eap-mone  polic .
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