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() BBt The History of Financial Crises and the Future of China

B, BERELiE Richard Vague
ERE Institute for New Economic Thinking
R Abstract: This article, which is taken from the recent book A Brief History of Doom, briefly examinesseveral major financial crises across the globe and makes the case that all were
Bl ARSI AERS : fop i ; P - ~ - " Qe

preceded by arapid acceleration in non-central government debt. That rapid acceleration in lending alwaysresulted in an economic"boom”that brought over capacity — most often too man

RIGDPAEL (1989-20184)

B2 BAFAA BRI AR AR y houses andtoo many office buildings. With too much capacity, the loans would then go bad, and the banksor other lenders that had made them would fail. Overcapacity meant that econo

GDP&LE (1975-2018%) mic activity hadto slow down in order to let demand catch up with supply. In the 19 th century and early 20 thcentury, it also led to deep depression, but more recently, governments have |
B3 EEANRSTILHREN earned tointervene to keep financial institutions from collapsing and prevent depression. This articleexamines a similar event in China in 1999, and looks at the way China successfully de

GDPdEL (1980-20184)

B4 EERMARSIIATRSEN
GDP&LY (1827-1843%) capital of the banks to allow them to write down problem loans and restructure those loans togive relief to borrowers; strategically increasing central government investmenﬁ,éﬁ within!}

alt withthat event. It concludes by examining the recent history of China's debt, and makes therecommendation that China address its current high levels of debt by continuing to fortify the

’d
e

&5 RERH TSR Is that avoid the sky-high levels of central government debt seen in Japan; and continuingto strategically bring down growth levels to allow demand to catch up with supply.
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The changing distribution of wealth

in the pre-crisis US and UK: the role

of socio-economic factors
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Abstract

The USA and the UK experienced substantial increases in net wealth in the decade
that preceded the financial crisis, largely driven by house-price booms in each coun-
try. The distribution of these gains across households led to a slight increase in
wealth inequality in the USA but a substantial fall in inequality in the UK. We use a
decomposition technique to examine the extent to which changes in households’
socioeconomic characteristics explain changes in wealth holdings and wealth in-
equality. In both countries we find that changes in household characteristics had an
equalizing effect on wealth inequality, moderating the increase in the USA and
accounting for over one-third of the fall in UK wealth inequality.

JEL classifications: C81, D31, D63, 124, 131.

1. Introduction

The UK-US comparison is often used in economic case studies, and for good reason. Apart
from the obvious cultural connections between the two countries there are similarities in so-
cial and economic policies, systems and outcomes. Both exhibit high levels of earnings and
income inequality, both have been characterized as countries with weaker institutions and
less generous welfare states than other developed countries. However, in the distribution of
wealth and in the recent history of wealth inequality, there are important differences be-
tween the two countries.! The obiective of this paber'is to better understand one aspect of
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