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and re turn af ter wards. Eve ry bo dy knows this, 
but so me how few are do ing.

But Bo ris Mintz is su re, that du ring this cri
sis a fun da men tal gap bet we en prac ti ce and 
aca de mia be ca me evi dent. 

”
Eco no mics in 

US is re gar ded as the most ad van ced, but 
to be ho nest it co uld not on ly pre dict and of
fer pre ven ti ve me a su res for the cur rent cri sis, 
but al so did not de monst ra te un ders tan ding 
of the on go ing events when the cri sis was 
al re a dy fla ring up“. Alt ho ugh, Bo ris cor rect 
him self, that it is not on ly abo ut sci en tists, but 
al so abo ut po li ti ci ans who of ten are de af to 
the for mer. 

”
Sci en ce might be ab le to exp la in 

re a li ty and gi ve re com men da ti ons. But if po
li ti ci ans will not show de mand for re se arch, 
not hing will hap pen. Thus it is not eco no mics 
will lag prac ti ce, but re ac ti o na ry thin king of 
po li ti ci ans will lag sci en ti fic ac hi e ve ments“.

I re mem ber when I was a stu dent and to
ok a co ur se in pub lic eco no mics from one 
Ame ri can pro fes sor. Af ter he pro ved for us 
a long for mu la for cal cu la ti on of an op ti mal 
tax I as ked him, if it is be ing used for re al tax 
ra tes cal cu la ti on. He sa id that he strag gles to 
exp la in it to stu dents, what to say abo ut po
li ti ci ans.

RetRospective of the woRld cRi-
ses Stu dy ing his to ry al wa ys helps to un ders
tand bet ter what might be wa i ting for us in the 
fu tu re. Du ring the last 100 ye ars the world 
saw ma ny cri ses, and hu ge li te ra tu re was 
writ ten abo ut them. Cre dit cri ses are pro bab
ly the most in te res ting for pre sent ti me. Gre
at Dep res si on which was tho ro ugh ly stu di ed 
by Ben Ber nan ke wor king in aca de mia is the 
most no tab le examp le. Al so Nort hern co unt
ri es (Fin land, Swe den, Nor way) cri sis du ring 
the end of 1980s and be gin ning of 1990s. It 
is the re first banks for to xic as sets we re cre
a ted. Al so Ja pa ne se 

”
lost de ca de“ of 1990s, 

when go vern ment and bu si ness we re wa i ting 
for bet ter ti mes and post po ning pa in ful rest
ruc tu ring of bad lo ans in the ban king sec tor.

”
It is im pos sib le to avo id cri ses. But we can 

mi ti ga ted them by co un ter cyc li cal mo ne ta ry 
and fis cal po li ci es, as well as ef fec ti ve re gu
la to ry sys tem for fi nan ci al sec tor“, — Mik ha il 
Dmit ri ev be li e ves.

financial day

the post-cRisis financial aRchi-
tectuRe The glo bal fi nan ci al or der will be 
re for med wit ho ut do ubts. It is be ca u se al most 
all co unt ri es inc lu ding USA are in te res ted in 
re for ming it. The go al is al so com mon — to 
dec re a se the risks in fi nan ci al sys tem thro
ugh ri se in trans pa ren cy and cont rol. But in 
re a li ty it is mo re comp li ca ted. New fi nan ci al 
pro ducts are ve ry comp li ca ted for re gu la tors 
to as sess the ir sys te mic risks ade qu a te ly, 
even in ven tors of tho se pro ducts fa i led to do 
it ma ny ti mes. If re gu la tor can not as sess the 
risk, he most li ke ly will fre e ze the pro duc ti on 
un til comp le te stu dy, as it is do ne with drugs, 
for examp le. This will inc re a se the costs of in
no va ti ons, and com pa ni es will pre fer to start 
them up out si de such re gu la ti on. In or der to 
ke ep in no va ti ons ho me US and Eu ro pe will 
push all mo re or less fi nan ci al ly sig ni fi cant 
co unt ri es to imp le ment the sa me re gu la ti on. 
Most of tho se co unt ri es ha ve suf fe red from 
the cri sis and they are in te res ted in re du cing 
the risk if the bur den will be shred equ al ly.

And tho se will of co unt ri es cre a ted Fi nan
ci al Sta bi li ty Bo ard in this Ap ril, which now 
inc lu des 21 ma jor co unt ri es and EC. FSB will 
start with mo ni to ring of lar ge hed gefunds 
and pro ce ed with all ot her sys te ma ti cal ly im
por tant fi nan ci al ins ti tu ti ons and inst ru ments. 

Among ot her things, FSB will as sess con tin
gen cy plans of tho se com pa ni es de ve lo ped 
for ca ses of mar ket dist ress or even bank
rupt cy.

Rus si an ban king sec tor so on will pro bab ly 
ne ed stron ger me di ci ne than mo ni to ring and 
ad vi ce. De lin qu en ci es are gro wing to get her 
with re ser ves co ve ring them ca u sing banks 
pro fit plun ge. 

Even af ter Cent ral Bank of Rus sia ea sed 
de fi ni ti on of bad lo ans by inc re a sing pe ri od of 
ac cep tab le pa y ment de lay on 30 da ys from 
Ja nu a ry 1st of 2009, sha re of lo ans with over
due pa y ments in the bank sys tem is abo ut 
10–30% by an es ti ma te of Ale xey Ulu ka ev, 
CBR cha ir man de pu ty. Du ring the 1998 cri sis 
IMF es ti ma ted that sha re in 40%.

”
I wo uld es ti ma te the sha re of over due 

lo ans in the ban king sys tem on the le vel of 
15%. Sha re of comp le te ly ho pe less lo ans, of 
co ur se, is sig ni fi cant ly lo wer. But it is not on ly 
lo ans. Among to xic as sets the re are bonds 
with tech ni cal or even comp le te de fa ult. In 
the be gin ning of May the re we re mo re than 
175 bln RUR and $640 mln of such as sets», 
— sa ys Bo ris Mintz. 

The re are se ve ral wa ys of sol ving the 
prob lem of to xic as sets. It is pos sib le to ea se 
re ser ve re qu i re ments for banks and let them 
ac cu mu la te bad lo ans in the ho pe of af ter
cri sis ri se when banks pro fit will al low wri ting 
them off or com pa ni es will re pay at le ast so
me of them. In such ho pe Ja pan li ved thro
ugh its lost de ca de. It is al so pos sib le to cre
a te sta te funds for to xic as sets as it was do ne 
in Nort hern co unt ri es, or sta tepri va te funds 
as in US. It is pos sib le to sti mu la te M&A pro
ces ses and ca pi ta li ze banks from tre a su ry. In 
any ca se the prob lem of bad lo ans will ha ve 
to be sol ved in Rus sia, pos sib ly, in a com bi
na ti on of tho se wa ys.

the futuRe of ReseRve cuRRencies  
On the pre vi o us Fo rum the re was a qu es ti on 
for Her man Gref if Rus sia wo uld be a part of 
Eu ro zo ne in the next 20 ye ars. 

”
It is  a go od 

qu es ti on. Rus sia will use Eu ro or Eu ro zo ne 
will use rub le? I think chan ces are 50/50. And 
even mo re chan ces that we all will use Ren
min bi“, — he smi led.

For the last 10 ye ars we saw the ri se of Eu
ro as a com pe ti tor for dol lar. As Ca io Koch
We ser, Vi ce Cha ir man of the De utsc he Bank 
Gro up, put it last ye ar on the Fo rum, the re are 

mo re cash and co ins in Eu ro than in USD al
re a dy. In 2007 al most 50% of bonds in the 
world we re no mi na ted in Eu ro and on ly 35% 
in USD; 40 co unt ri es di rect ly or in di rect ly 
peg ged the ir cur ren ci es to Eu ro and 60 — to 
USD; 26,5% of the world cent ral banks re ser
ves we re no mi na ted in EUR and 64% — in 
USD, but Eu ro sha re is gro wing, for examp le, 
in 2003 it was on ly 19,7%.

Men zie Chinn from Uni ver si ty of Wis con sin 
and Jef frey Fran kel from Har vard using da ta 
for mo re than 20 ye ars as ses sed the im pact 
of dif fe rent fac tors on cur ren cy sha re in the 
world re ser ves. It tur ned out that GDP of is
su ing co unt ry, inf la ti on lo wer than ave ra ge 
oven de ve lo ped co unt ri es, ap pre ci a ti on of 
the cur ren cy and low vo la ti li ty inc re a se that 
sha re and vi se ver sa. Cent ral banks ap pe
ar to be ha ve li ke port fo lio hol ders. But the
re is big iner tia in tho se port fo li os — halfli fe 
of de vi a ti on from equ i lib ri um is 12–17 ye ars, 
but aut hors ad mit that the re sho uld be so me 
bi fur ca ti on po ints, when chan ges are al most 
sud den, li ke it hap pe ned with USD rep la cing 
UK po und just in se ve ral de ca des.

If this mo del is clo se to re a li ty, then Eu ro
zo ne en lar ge ment along with inf la ti on in US 
af ter cri sis is over will gi ve Eu ro a chan ce to 
at le ast be co me equ al to dol lar in the world 
re ser ves. GDP of Eu ro zo ne is al re a dy al most 
equ al to US one, and if Swe den, Den mark 
and es pe ci al ly Bri ta in with its fi nan ci al sec tor 
wo uld adopt Eu ro, the re will be no qu es ti on 
who is num ber one. Nor Ja pan, ne it her Chi na 
in the ne a rest fu tu re will be ab le to re ach US. 
Chi na GDP is 3 ti mes smal ler and it will ta ke 
at le ast 25 ye ars to re ach US if the dif fe ren ce 
bet we en the ir growth ra tes sta ys at 5%. But 
for Ren min bi to be co me ma jor re ser ve cur
ren cy along with EUR and USD, Chi na will 
ha ve to li mit inf la ti on, ke ep cur ren cy ra te and 
bud get ba lan ce stab le, and de ve lop a ma
jor fi nan ci al cen ter, lar ger than in Ja pan. So 
far the re are not so ma ny re a sons to be li e ve 
that Chi ne se are not ab le to ma ke it in 20–30 
ye ars.

Rub le pers pec ti ves ac cor ding to this mo
del are rat her mo dest. Rus si an GDP is al most 
10 ti mes smal ler than Ame ri can, inf la ti on is 
be y ond CBR cont rol, eco no my is ba sed on 
ext rac ti on of na tu ral re so ur ces and po or pro
per ty rights ham per de ve lop ment of fi nan ci
al mar ket. By the way the re will be se pa ra te 
ses si on on fi nan ci al cen ters.

”
To be co me a re ser ve cur ren cy rub le lacks 

sta bi li ty. It is ob vi o us, that a co unt ry which has 
just dep re ci a ted its cur ren cy and pos sib ly will 
do it aga in in the ne a rest fu tu re, can not co
unt on ot her co unt ri es ke e ping its cur ren cy in 
re ser ves. It is al so hard to co unt on that be ca
u se of do ub le di git inf la ti on. And be si des one 
sho uld do so met hing if he wants his cur ren cy 
to be co me a re ser ve one, not on ly dec la re in
ten ti ons. For examp le Chi na sup pli es its cur
ren cy thro ugh swap ag re e ments. Com pa ring 
to Chi na Rus sia has on ly one ad van ta ge — it 
has no li mits on ca pi tal ope ra ti ons. If Chi na 
do es the sa me then chan ces for rub le to be
co me a re gi o nal re ser ve cur ren cy might we a
ken subs tan ti al ly“, — sa ys Bo ris Mintz.

the futuRe of cities: pRepaRing 
foR economic gRowth Ed ward Gla e
ser from Har vard, fa mo us ur ban eco no mist, 
has re cent ly pub lis hed an ar tic le „The We
alth of Ci ti es: Ag glo me ra ti on Eco no mi es and 
Spa ti al Equ i lib ri um in the Uni ted Sta tes“. Us
ing a the o re ti cal mo del and em pi ri cal re sults 
he sho wed what inst ru ments may ma ke a 
ci ty grow. Tho se are eit her che ap ho u sing 
or inc re a se in pro duc ti vi ty. Of co ur se, sta
tus of na ti o nal ca pi tal adds a lot, but tho se 
two things are the on ly ma jor dri vers. Pro
duc ti vi ty may grow be ca u se of cli ma te, ge
og rap hy, na tu ral re so ur ces, or be ca u se of 
bu si ness cli ma te and ag glo me ra ti on it self. 
Stu di es show that in ci ti es pe op le fas ter ac
cu mu la te hu man ca pi tal and pro du ce mo re 
in no va ti ons. For examp le, it was dis co ve red 
by Gla e ser that ci ty mig rants’ in co mes grow 
not im me di a te ly af ter ar ri val, but simp ly fas
ter than out si de of ci ti es, pro bab ly, be ca u se 
pe op le in si de ci ti es ac cu mu la te hu man ca
pi tal fas ter.

Mo re o ver Gla e ser shows that ci ty growth 
in our ti mes ve ry we ak ly de pends on na tu ral 
ame ni ti es them sel ves, tho se li ke warm cli ma
te. And this in spi te of ac ti ve growth of po pu
la ti on in so ut hern ci ti es of US du ring the past 
50 ye ars. De ta i led ana ly sis shows that the re
a son is not warm cli ma te de mand for which 
sup po sed ly ro se among Ame ri cans get ting 
ric her, but growth in pro duc ti vi ty and const
ruc ti on po li cy of tho se ci ti es.

Of co ur se, lar ge met ro po li tan are as will 
most li ke ly grow furt her. For examp le, in US 
the hig hest growth du ring the last 80 ye ars 
was ob ser ved in eight ma jor ag glo me ra ti ons: 
Bos tonWas hing ton cor ri dor, Los An ge les, 
San Fran cis co and so on. This growth will 
con ti nue be ca u se per so nal com mu ni ca ti on 
en han ces a lot in no va ti on and trust, and dis
tant me ans of com mu ni ca ti on can not rep la
ce it so far. Stu di es show that new pa tents 
mo re of ten re fer to pa tents re gis te red in the 
sa me area, and pe op le mo re of ten call by 
pho ne tho se who li ve ne ar by.

But this growth is not gu a ran te ed. If a ci ty 
will li mit const ruc ti on and stick to the cur rent 
eco no my struc tu re pres sing out in no va ti on 
and pro duc ti vi ty growth, it will see dec li ne. 
For examp le, in Det ro it and Cle ve land ma nu
fac tu ring still do mi na tes la bor mar ket and gi
ves jobs to 20 and 16% of emp lo y ed res pec
ti ve ly. Det ro it for the last 30 ye ars lost 22% 
and Cle ve land — 8% of the ir po pu la ti on. At 
the sa me ti me San Fran cis co grew on 17% 
and Chi ca go — on 14%. In the for mer ma nu
fac tu ring is not even in the fifth ma jor in dust
ri es: 23% of emp lo y ed work in fi nan ce and 
in su ran ce, 21% in pro fes si o nal, sci en ti fic and 
tech ni cal ser vi ces and so on. In Chi ca go ma
nu fac tu ring gi ves on ly 11% of jobs, and just 
in 1977 it was do mi nant in dust ry in al most all 
ma jor US ci ti es: Chi ca go — 36%, Det ro it — 
55%, Cle ve land — 44. n

laRge cities will most liKely gRow fuRtheR


