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Most policy-makers did not anticipate the financial crisis of 2008.
Nevertheless, in contrast to their performance during the Great Depression,
central banks around the world, led by the Federal Reserve, acted decisively
following the collapse of Lehman Brothers and provided huge injections
of liquidity into the financial markets, thereby preventing a far worse out-
come. International Liquidity and the Financial Crisis compares the 2008
crisis with the disaster of 1931 and explores the similarities and differ-
ences. It considers the lasting effects of the crisis on international liquidity,
the possibilities for an international lender of last resort, and the enlarge-
ment of the International Monetary Fund after the crisis. It shows that
there is no clear demarcation between monetary and macro-prudential
policies, and discusses how central banks need to adapt to a new environ-
ment in which global liquidity is much scarcer.
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Preface

This book draws very heavily on a programme of work which
Dr Richhild Moessner of the Bank for International Settlements and I
embarked on in late 2008, to explore the effects of the financial crisis
on international liquidity flows and the ways in which central banks
and governments were responding to the crisis. Our work has been
released in articles in economics journals and working papers, details
of which can be found in the references at the end of the book.

The purpose of the book is to provide a coherent account of the
effects of the crisis on international liquidity. Dr Moessner and I have
been equal partners in the research on which the book is largely based.
She has very generously allowed me to draw freely on our joint work
and has been characteristically supportive of the book project. I there-
fore owe her a great deal. The book also contains some material and
expresses some views which are mine alone and for which Dr Moessner
bears no responsibility.

I am very grateful to the Bank for International Settlements for its
hospitality, and for allowing me to use material which it has pub-
lished. The views I express in the book are mine and do not necessar-
ily reflect those of the BIS. The book also draws on papers published
in Central Banking, the Financial History Review, the Journal of
Financial Transformation, Revista de Economia Institucional and
World Economics. 1 am grateful to the publishers for permission to
use this material.

Many other people have assisted the work programme by means
of comments on papers, discussions at seminars, statistical advice and
conversations on the subject matter. They include Bob Aliber, Edmund
Allen, Lucy Allen, Rosalind Allen, Naohiko Baba, Peter Bernholz,
Bilyana Bogdanova, Claudio Borio, Maria Canelli, Matt Canzoneri,
Forrest Capie, Stephen Cecchetti, Jae-Hyun Choi and other officials
of the Bank of Korea, Henning Dalgaard, Petra Gerlach, Homero
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xiv Preface

Goncalves, Charles Goodhart, Jacob Gyntelberg, Dale Henderson,
Takamasa Hisada, Corinne Ho, Toshio Idesawa, Harold James, Anders
Jorgensen, Andrew Levin, Ivo Maes, Istvan Mak, Bill Martin, Bob
McCauley, Patrick McGuire, Dubravko Mihaljek, Shinobu Nagakawa,
Ed Nelson, Tim Ng, Jacek Osinski, Judit Pales, Jong Seok Park, Zoltan
Pozsar, Swapan Pradhan, Catherine Schenk, Gert Schnabel, Peter Stella,
Agne Subelyte, Camilo Tovar, Ted Truman, Philip Turner, Christian
Upper, Lorant Varga, Anders Vredin and Geoffrey Wood. I am grateful
to them all. None of them bears any responsibility for errors and mis-
interpretations in the book, and the views expressed are my responsi-
bility alone.

I owe a very great debt to the late Michael Dealtry, who spent much
time in teaching me about the international monetary system.

My greatest debt is to my wife Rosemary, for her steadfast support
through thick and thin and for tolerating my frequent physical and
mental absences. The book is dedicated to her.
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