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Euler Hermes Economic Review: 10 years on from the Global Financial Crisis
Three things the world has done well and three goals yet to be achieved
PARIS – 11 AUGUST 2017 – Euler Hermes, the world’s leading trade credit insurer, has issued an
assessment of the progress the world has made a decade on from the onset of the Global Financial
Crisis (GFC).
“After one of the most tumultuous decades in both living memory and by any historical measure, we
are seeing overall global stability and economic recovery finally beginning to gather steam,” said
Ludovic Subran, chief economist at Euler Hermes.
“Many lessons have been learned since August 2007 and, even during the darkest hours of the GFC,
there’s been much that world leaders have done well. At the same time, 10 whole years on from the
onset of the crisis, there’s much still to be done to ensure that the world economy continues its
upward trajectory and to ensure we’re fully prepared to weather any future shocks,” added Subran.
Three things the world has done well
1. World leaders managed to sit together and act with unity: the G20 set a precedent for
emergency coordination of monetary and fiscal responses to the crisis and this unity and common
purpose was a critical building block. Starting with the London Summit in 2009, the US set the tone
with a $1.1 trillion stimulus to help avert the threat of global depression. World leaders did their utmost
to give a global response to a global crisis, to keep each other appraised of developments and,
importantly, spoke with one unified voice. This also laid the foundations for strengthened cooperation
to help prevent future crises. At the same time, international gatekeepers such as the IMF were
revived and repurposed to provide an invaluable financial safety net with members increasing its
emergency lending capacity while reforming its governance structures.
2. Global financial regulation was strengthened: important macro-prudential and supervisory
changes were adopted during this period. Firstly, capital requirements were established ensuring that
a minimum common equity Tier 1 (CET1) ratio of 4.5% must be maintained at all times by banks.
Secondly, an increased leverage ratio of over 3% was ushered in. Thirdly, liquidity requirements were
increased. Basel III and Solvency II, as well as the EU Single Resolution Mechanism, were inherited
from this new regulation paradigm. As a result, bank activity is now much less risky and more secure
for consumers. In the US, the Volcker Rule against speculative investments and the Dodd-Frank Wall
Street Reform and Consumer Protection Act secured the backdrop for the financial sector to play its
critical facilitating role during the recovery.
3. The world learnt to stretch its thinking: stress tests were generalized and standardized during
this period and financial sector communication was more rigorously scrutinized to deliver essential
transparency. Endogenous and contagion risks were also looked at in detail. This was exemplified in
the ‘too big to fail’ reforms, which identified systematically important financial institutions (SIFIs) and
imposed on them higher capital adequacy requirements, more intense supervision and better tools for
resolution, including the establishment of the Financial Stability Board in Basel.
Three things the world still needs to achieve
1. The world needs to revive preventive multilateralism: it appears that world leaders only meet
and truly make progress in times of crisis. The G20 has, arguably, lost some of its lustre in recent
years while risks have increased. From the major debt overhang to experimental monetary policy, to
political risk and protectionism, including financial protectionism, the world must address looming
challenges proactively to avoid further divergence. Multilateral bodies must advance policy
coordination, avoid half-baked reforms such as the generalization of resolution mechanisms that
protect taxpayers, a so-called “bail-in”, and continue to promote responsible use of, and access to,
finance, while standing ready and prepared for the next crisis.
2. We must improve regulation, together: the recovery in the banking system has been unequal.
Some banks remain undercapitalized while non-performing loans plague the balance sheets in
southern Europe, for example. In addition, asset ring-fencing has increased the linkage between
banks and governments. In the US, financial regulation may be overhauled at a time of
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unprecedented liquidity, creating new financial risks. Indeed, an asymmetric regulation nudge could
create unnecessary competition, excessive speculation and moral-hazard type behaviors. Regulatory
blind spots are many - for example, shadow banking, especially in emerging markets and unfunded
liabilities in state pension funds - while excessive regulation has also fueled the savings glut and
hindered investment growth.
3. Behaviors must change: financial stress is evident everywhere, from household debt levels to the
sovereign bond markets, to bubbling asset classes. As a result, complexity and over-engineering can
give a false sense of security. There will always be unknown unknowns. Simplicity, critical thinking
and in part, self-regulation should complement an often late in nature regulatory change.
This last point is critical for future success, according to Ludovic Subran, who adds, “Too many rules
often mask a lack of trust and purpose; yet both are paramount as finance is a good servant but a
poor master.”
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Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of bonding, guarantees and
collections. With more than 100 years of experience, the company offers business-to-business (B2B) clients financial services
to support cash and trade receivables management. Its proprietary intelligence network tracks and analyzes daily changes in
corporate solvency among small, medium and multinational companies active in markets representing 92% of global GDP.
Headquartered in Paris, the company is present in over 50 countries with 5,800+ employees. Euler Hermes is a subsidiary of
Allianz, listed on Euronext Paris (ELE.PA) and rated AA- by Standard & Poor’s and Dagong Europe. The company posted a
consolidated turnover of €2.6 billion in 2016 and insured global business transactions for €883 billion in exposure at the end of
2016. Further information: www.eulerhermes.com. LinkedIn or Twitter @eulerhermes.
Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and
other forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and
uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In
addition to statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends",
"anticipates", "believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify forward-looking statements. Actual
results, performance or events may differ materially from those in such statements due to, without limitation, (i) general economic conditions,
including in particular economic conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets,
including emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events,
including from natural catastrophes and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi)
interest rate levels, (vii) currency exchange rates including the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes
in laws and regulations, including monetary convergence and the European Monetary Union, (x) changes in the policies of central banks and/or
foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) reorganization measures, and (xiii) general
competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely to occur, or more
pronounced, as a result of terrorist activities and their consequences. The company assumes no obligation to update any forward-looking
statement.

