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2.1. Solvency, Liquidity and Maturity Mismatch
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2.2 Funding Liquidity and the Domino Model
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2.3 Loss Spiral – Asset Price Effect
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Figure 6 Leverage Growth and Asset Growth of US Investment Banks

Source: SEC;  Adrian and Shin (2007)
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Securities April-07 August-08
U.S. treasuries 0.25 3
Investment-grade bonds 0–3 8–12
High-yield bonds 10–15 25–40
Equities 15 20
Senior leveraged loans 10–12 15–20
Mezzanine leveraged loans 18–25 35+
Prime MBS 2–4 10–20
ABS 3–5 50–60

Figure 7 Haircuts on Repo Agreements (percent)

Source:  IMF Global Financial Stability Report, October 2008
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2.6 Externalities – Rationale for Regulation
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2.7 Aggregate Liquidity Expansions and Contractions
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