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Structure of the presentation 

1. Progress in building resilience post the 2008-2009 global financial crisis 
 

2. Overview of sectoral vulnerabilities in systemically important economies 
 

3. Other emerging vulnerabilities: 
• Monetary policy normalisation and the risk of capital flow reversals; 

• Rising corporate and sovereign debt; 

• Weaker global economic growth; 

• Build-up of systemic nodes in central counterparties; and 

• Climate change 

4. Policy toolkit —cushioning economies against vulnerabilities 
 

5. Conclusion 
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Implementing the post-crisis financial regulatory reforms has 
assisted in building a more resilient global financial system  

• Tier 1 and the general levels of banks’ capital across all 
the regions has been on an upward trend in the 
aftermath of the 2008-2009 global financial crisis. 

Rising levels of capital Falling leverage ratio and declining wholesale funding 

• Banks have reduced leverage and improved their funding 
profiles.  

Banks capital ratios by region (%) 

Source: IMF, 2018 

Source: FSB,2018 
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Implementing the post-crisis financial regulatory reforms has 
assisted in building a more resilient global financial system  

• Capital levels across all 
major jurisdictions 
have improved. 
 

• Across all jurisdictions, 
risk weighted assets 
have marginally 
declined  while capital 
has increased by about 
5 percentage points. 
 

• The dividend payout 
ratio has stabilised over 
the years and banks 
retained earnings have 
been increasing. 

Source: FSB, 2018 
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Implementing the post-crisis financial regulatory reforms has 
assisted in building a more resilient global financial system  

• Central clearing of derivatives 
has been increasing across all 
major derivative markets, in 
particular, interest rate and 
credit derivatives. 
 

• Clearing levels for interest rate 
and credit derivatives were 
around 24% and 5% respectively 
in 2009 and at the beginning of 
2018 these levels had risen to 
approximately 60% and 38%. 
 

• Internationally agreed reforms 
aimed at making the derivatives 
market safer are yielding results. 
 

Source: BIS, 2018 
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Vulnerabilities are building up in parts of the systemically 
important economies 

Source: IMF, 2019 

• Vulnerabilities in 29 jurisdictions with 
systemically important financial sectors 
continue to build. 
 

• Vulnerabilities in corporates and 
sovereigns have increased since the last 
Global Financial Stability Report. 
 

• Vulnerabilities with sovereigns, corporates 
have surpassed the 2008-2009 global 
financial crisis levels. 
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Normalisation of monetary policy and sudden capital flow 
reversals a threat to financial stability in EMs 

• There is general tightening of monetary 
policy particularly in systemically 
important economies. 
 

• Rising interest rates in developed 
economies have revealed vulnerabilities in 
a number of emerging economies. 
 

• Monetary policy normalisation causing 
reversal in cross-border capital flows 
which has an impact on the financial 
stability. 
 
 

Source: The Council on Foreign Relations, 2019 

Global Monetary Policy Tracker 



8 

Normalisation of monetary policy and capital flows reversals a  
threat to financial stability in EMs 

Source: IMF 

Source: SARB 

Non-resident portfolio flows to EMs (Billions of US dollars) 

• Portfolio flows to emerging markets have rebounded in recent months and have relatively been resilient. 
 

• The volatility of flows and threat of reversals pose significant risks to EMs. 
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Improving current 
account balance 

While resilience has been built over time, there is remaining 
vulnerability if the threat of reversals materialises 

Rising yields 
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Sovereign and corporates vulnerabilities are rising in both 
advanced and EMs 

Source: IMF 

Sovereigns: Vulnerability Indicators for Advanced & EMs 

Source: IMF 

Corporates: Debt to GDP by region 

• Major source of vulnerabilities to EMs sovereigns are  
external financing requirements, budget deficits, 
government debt which is mostly foreign denominated.  

• Percentage of debt to GDP ratio has been increasing across 
most of the systemically important economies from the 
levels prior to GFC 
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Budget deficit and rising debt ― a vulnerability to SA financial 
system 

Budget 
deficit 

Sources: National Treasury 

Rising government debt 

• SA experiencing rising debt level growing budget deficit. 
 

• SA authorities have embarked on fiscal consolidation measures to stabilise fiscal finances and public debt 
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Improving outlook ensures stabilisation of debt, creating 
fiscal space 

Declining budget deficit 

• SA government embarked 
on fiscal consolidation 
measures to stabilise fiscal 
finances and public debt. 
 

• Budget deficit projected to 
decline over the next 
financial years. 
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Weaker global economic growth - a threat to global financial 
stability 
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Source: IMF 

• Global economic growth remains subdued 
owing to continued weaknesses in some 
developed economies as well as EMs. 
 

• The global investment rate remains below the 
pre-crisis level of around 27% of the total GDP. 
 

• Investment rates in EMs are either declining 
or stagnant. 
 

• Subdued economic growth could lead to poor 
performance of the financial sector posing 
risks to financial stability. 
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Our strengths in improving resilience for the SA financial 
system 

Exchange rate projections Inflation projection 

• The flexible exchange rate absorbed most of the initial shock during the global financial crisis. 
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CCPs are becoming systemic nodes with possibly far 
reaching consequences 

Bilateral Network Centrally Cleared Network 

The financial sector 
regulatory reforms have 

been incentivising shift from 
bilateral trading networks to 
centrally cleared networks 

Source: Interconnectedness and systemic risk – lessons from the financial crisis and policy implications, J Yellen, California, 2013 

• Increased interconnectedness 

• Increased systemic risk 

• Amplification of market stress 
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Climate change and financial stability  

Source: Bank of England 

• Climate change is another 
key potential shock to the 
financial system. 
 

• There is increased push for 
greater consideration of 
climate risks in the 
supervision of financial 
institutions. 
 

• Work underway and steps 
are being considered in 
some jurisdictions to better 
prepare the financial 
systems for the effects of 
climate change. 
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Tools for cushioning economies against vulnerabilities 

Financial 
Stability 

Policy 

Monetary 
Policy 

Exchange 
Rate Policy 

Prudential 
Regulation 

Policy toolkit 
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Concluding remarks 
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Annexure 1: Progress with implementing internationally 
agreed reforms 

Source: Implementation and Effects of the G20 Financial Regulatory Reforms, 4th Annual Report, Financial Stability Board, 2018  

• Post 2008-2009 global 
financial crisis financial 
sector reforms have made 
the financial sector 
stronger. 
 

• 10 years after the global 
financial crisis, some 
jurisdictions are yet to 
fully implement the 
reforms. 
 

• Timeous and consistent 
implementation of the 
reform package will 
improve the resilience of 
the financial system 
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Annexure 2: Progress with implementation of Basel III 
reforms 

Leverage ratio 

Liquidity 

Capital 

IRRBB 

SIB 

Large 
exposures 

TLAC 

 Source: Sixteenth progress report on adoption of the Basel regulatory framework, BCBS, 2019  

• Some jurisdictions are yet 
to fully implement the 
BCBS frameworks. 


