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The rise in household leverage since 2000 raises concern 
about potential household deleveraging in the years ahead 1970–2000 trend
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Other countries do not seem to be able to account 
for the lost US consumption

SOURCE: Global Insight, February 2009; McKinsey Global Institute China Model, February 2009; McKinsey Global 
Institute analysis
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People living in households earning USD >5,000/year 
will increase by almost 1 billion
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Historically, during crises the predominant response was moving to a 
more flexible exchange rate regime with some notable exceptions

From floating to pegged

From pegged or intermediate 
peg to floating

Currency board did not allow for 
devaluation that was needed 
after export shock, and 
contributed to next crisis in 2001

Removed the peg after crisis 
was over. Mixed evidence on 
whether tightening helped to 
survive the crisis or not

SOURCE: Team analysis; “The Evolution of Exchange Rate Regimes Since 1990: Evidence from De Facto Policies”
(Bubula, Otker-Robe)

Exchange rate regime

Country Crisis year Before the crisis After the crisis

Malaysia 1998 Managed with no determined 
exchange rate path Conventional fixed peg

Thailand 1997 Conventional peg Managed with no determined 
exchange rate path

Indonesia 1998 Crawling band Free float

Brazil 1998 Crawling peg Free float

South Korea 1998 Tightly managed floating Free float

Finland 1991 Horizontal band Free float for the next four years

Turkey 2001 Crawling peg Free float

Sweden 1991 Horizontal band Free float

Mexico 1994 Crawling band Free float

Russia 1998 Crawling peg Managed with no determined 
exchange rate path

Argentina 1991 Free float Currency board

Argentina 2001 Currency board Managed with no determined 
exchange rate path
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Whatever you do, look out for tall buildings…

Financial/Dubai crisis


