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Addendum: Impact of the financial crisis 

 
Introduction 

A.1 Financial crises have caused severe 

suffering in the past. Between 1929 and 1933, the 

United States lost one-third of its GDP and 

industrial production halved; unemployment 

jumped from 1.8 per cent of the labour force in 

1926 to 24.9 per cent in 1933. There have been 

many financial crises in the course of history. 

However, not all of them have spread to other 

countries like the present one. 

A.2 This addendum discusses briefly the 

origins of the financial crisis which broke in 

summer 2007 and reached a peak with the failure 

of Lehman Brothers just over a year later. Some 

features of economic and, especially, financial 

developments in the preceding years which may 

have fed the crisis had already led statisticians 

engaged in the review of international statistical 

standards to consider various improvements in the 

statistical treatment of financial corporations and 

financial instruments. While one cannot say that 

the review of international statistical standards was 

a response to these events, or that statisticians can 

claim to have foreseen them, the changes 

introduced in the 2008 SNA and BPM6 are timely in 

that many of them, once implemented, will 

improve the coverage of the financial sector and 

financial activities and do relate to the information 

needs revealed by the crisis. Those aspects of the 

review of international statistical standards that 

relate directly to the financial crisis are the subject 

of paragraphs A.5-A.53 of this addendum. 

A.3 The financial crisis has provoked much 

thought about the institutional structure to support 

work on, in particular, financial stability, and given 

rise to intense efforts to identify and close 

statistical gaps which the events have revealed. The 

last part of this addendum (paragraphs A.54-A.71) 

concerns the main gaps in statistics (and 

measurement issues) exposed by the financial 

crisis. Two developments are accordingly reflected 

in this part: the Issing Committee report of April 

2009; and the IMF/Financial Stability Board (FSB) 

report of October 2009 to G-20 Finance Ministers 

and Central Bank Governors, updated and 

elaborated in June 2010 and again in June 2011 

(the G-20 report), which contains many 

recommendations for statistical work. While some 

of the recommendations of these reports and from 

other sources are rather remote from national 

accounts, and are accordingly mentioned only 

briefly, others – and some of the related statistical 

enhancements on which international and 

European institutions, and national central banks 

and statistics offices had already embarked – do 

concern economic and financial accounts and 

therefore are of interest to national accounts 

statisticians. 

A.4 Beyond its main function to conduct 

monetary policy within the euro area, the 

European Central Bank (ECB) is closely involved in 

contributing to the stability of the financial system, 

and also in meeting the statistical needs of the 

European Systemic Risk Board (ESRB). Annex A.1 

accordingly describes the main statistical initiatives 

relevant to the financial crisis already taken up or 

planned by the ECB, especially those which have 

some connection to globalization and national 

accounts. The current position in the European 

Union concerning the treatment for purposes of 

government deficit and debt statistics of the 

measures taken in many countries to support banks 

and other institutions is summarized in annex A.2. 

Background: origins of the financial 

crisis 

A.5 In the early years of the present century, 

economic conditions seemed mostly sound. 

Advanced economies at least experienced low 

inflation, and moderate and steady growth. Rapid 

development of some emerging economies, 

especially China, provided a positive supply shock, 

in the sense that they supplied the cheap 

manufactured exports that contributed to the low 

inflation  elsewhere. Most central banks were able 

to meet their inflation objectives while keeping 

interest rates low. As some commentators pointed 

out, these conditions carried potentially dangerous 

consequences. The low interest rates encouraged a 

rapid growth of credit and money stock in many 

countries including much of the European Union 

which, though it did not raise prices of goods and 

services as it might have done in other 

circumstances, did raise asset prices. The 

combination of (in particular) rising residential 

property prices and low nominal interest rates 
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encouraged people in some countries to borrow 

large amounts in relation to their income, and 

banks and other lenders to relax their credit 

standards because the rising price of the collateral 

seemingly gave assurance that they would not lose 

out even if borrowers defaulted. Borrowers were 

relaxed about heavy debt because current servicing 

costs were low. All this was accompanied by strong 

growth in financial intermediation and financial 

activity generally. Thus in the five years 2002-07 

(broadly, the years between the dotcom episode 

and the outbreak of the financial crisis), while 

world nominal GDP grew by 69 per cent, the 

amount of debt securities outstanding rose by 83 

per cent, banking assets by 111 per cent, and stock 

market capitalization by 157 per cent (all in US 

dollar terms) (IMF, October 2009, table 3). But the 

financial activity that underpinned this 

development was not entirely of the conventional 

kind. Rather, especially in the United States, but 

also to some extent elsewhere, the originate and 

distribute model of financial intermediation gained 

ground. Other techniques also were developed or 

more heavily used for transferring credit risk from 

the original lender to others. The result was a rapid 

growth in securitization activity, and growth in the 

use of various types of credit risk derivatives, partly 

in association with securitizations. The initial 

purpose was twofold: to economize on the use of 

banks’ capital; and to spread credit risk to those 

most willing to bear it. The result however seems 

to have been the development of complex and 

largely opaque interrelationships among financial 

institutions in which it became difficult to assess 

who was exposed to whom and to what risks. 

A.6 It was fashionable to argue that financial 

markets had become more efficient and were able 

to deal with risk much better than previously. 

However, while the technology of risk management 

of financial institutions may have improved, new 

risks emerged, for instance in the derivatives 

market. Risks themselves were not always 

accurately assessed by markets and spreads and 

derivative prices tended to converge, almost 

independently of the underlying counterpart risk. 

Price setting tended to depend more on market 

volatility than on the assessment of borrowers’ 

ability to redeem their debt. Instruments that 

might have expected to protect the holder from 

risk subsequently failed to do so when large parts 

of the global system came under threat. 

A.7 The near-collapse of Long-Term Capital 

Management (LTCM) in 1998 showed how hedge 

fund activities could seriously harm financial 

stability, and that technical expertise may not be 

sufficient to anticipate all possible outcomes 

(Garbaravicius and Dierick, 2005). The subprime 

crisis and the ensuing liquidity and solvency crises 

with the loss of confidence among banks in the 

years 2007-09 indicate that risk is very much 

present. The impact of the crisis has been massive: 

the sale of Merrill Lynch to the Bank of America; 

the bankruptcy of Lehman Brothers and of several 

US banks; the near disappearance of the concept of 

investment banks in the United States; the 

nationalization of Fannie Mae and Freddie Mac;  

the whole or partial nationalization of various 

European banks; and crises in some markets for 

government debt. Financial conditions remain 

unsettled.  

A.8 There are various aspects to the financial 

crisis of the recent years. The burst of the real 

estate bubble in the US housing market in late 2006 

and 2007 was the trigger. The failed mortgage 

products then led to a severe drop in value of 

assets, with financial institutions experiencing 

losses of about $1.4 trillion (IMF, 2008). The 

business model of the US subprime market, built 

on the assumption that real estate prices would not 

significantly decrease, was not sound. The opacity 

of assets securitized and the misleading valuation 

of illiquid financial instruments led to the 

realization that the high rating of tranches of these 

instruments was not well justified. Widespread 

holdings of the damaged assets, and a severe loss 

of confidence in the interbank market, brought 

liquidity and solvency problems across large parts 

of the global financial system which had become 

increasingly integrated (Snower, 2008). Sovereign 

risk has become a major issue.   

A.9 Central banks played a key role in 

supplying liquidity and overcoming the paralysis in 

key money and financial markets. But the non-

financial sector faced tighter credit conditions and 

wider credit risk spreads as financial institutions 

scaled back their activity. Moreover, households 

and institutional investors lost confidence in many 

deposit-taking institutions, uncertainty spread, and 

households and businesses held off consumption 

and investment, again affecting the real economy. 

The crisis brought recession in the United States 

and many other economies (Siebert, 2009), some of 

which have experienced substantial falls in GDP. 

A.10 While the proximate causes of the crisis 

lie within housing and financial markets, the build-

up of substantial global macroeconomic imbalances 

may have also contributed significantly. Growing 

current account deficits, especially in the United 

States and some EU countries, contrasted with 
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large current account surpluses in some other EU 

countries, in the oil-exporting economies and in 

many East Asian economies, notably China (Astley, 

Giese, Hume and Kublec, 2009). In the United 

States and some EU countries, households ceased 

to save and accumulate (net) substantial financial 

assets, instead incurring debt. However, it still 

appears that the Asian financial institutions were 

overall less exposed, and the crisis seems to have 

had a less serious impact there (Jacquinot and 

Straub, 2008; Calza, 2008).  

A.11 Since the start of the financial crisis, 

government debt has increased strongly after a 

period of relatively low financing needs, bringing 

the ability of some countries to service their debt 

into question. To reverse the rapid increase in 

general government debt-to-GDP ratios and to limit 

any detrimental long-term impact on private 

investment and potential economic growth, many 

countries have embarked on fiscal consolidation. 

Revisions to international statistical 

standards meeting needs revealed 

by the crisis 

A.12 Understanding the origins of financial 

crises in the context of globalization and financial 

innovation is seen as one of the main challenges for 

policy analysis, research and decision-making. It 

also significantly affects statistical work, as high-

quality macroeconomic statistics are regarded as 

essential for central banks and others responsible 

for macroeconomic policy. Financial statistics and - 

in a broader context - integrated institutional 

sector accounts reveal much about the structure of 

the economic and the financial system and provide 

useful information for policymaking and research. 

Other datasets play a key role for policymaking and 

research in assessing risks to financial stability, e.g., 

financial market statistics or banking and insurance 

statistics aggregated on a group level. 

A.13 Compared to the speed at which global 

financial markets move, reflecting new economic 

and financial phenomena in statistical standards 

takes a long time. Careful planning is essential 

when dealing with integrated systems of national 

accounts since such systems are closely interlinked 

and designed to comply with various (horizontal, 

vertical and stock-flow) identities and restrictions. 

Expanding the boundaries of assets and liabilities 

or increasing the coverage of institutional units 

must be carefully assessed before including new 

items in the system. In this respect statistical work 

is somewhat like the design of international 

financial reporting standards as, in both cases, 

economic and financial market developments have 

to be monitored and translated into appropriate 

and generally accepted methodological 

frameworks. 

A.14 The update of the System of National 

Accounts leading to the 2008 SNA started some 

time before the financial crisis. However, when 

dealing with aspects of globalization and of 

financial innovation, the framework was also set to 

better integrate new phenomena which are now 

seen as closely related to the crisis, and to reflect 

economic and financial vulnerabilities. In this 

sense, the 2008 SNA and associated changes (those 

incorporated in the IMF’s new BPM6 receive 

separate mention at various points in this chapter) 

appear appropriate to ensure a sound and relevant 

analysis of national and regional economies. 

Update of the System of National 

Accounts 

A.15 How can an international statistical 

standard supporting high-quality macroeconomic 

statistics and national accounts be kept up to date 

and in line with the changes in economies such as 

those due to globalization and financial innovation, 

and with advances in methodological research and 

evolving users’ needs? In 2003, the United Nations 

Statistical Commission (UNSC) approved a work 

programme for updating the 1993 SNA with the 

assistance of an Advisory Expert Group on national 

accounts (AEG), the work being coordinated by the 

Inter-Secretariat Working Group on National 

Accounts (ISWGNA). These groups recognized a 

need to identify the issues arising from changes in 

the economic and financial environment. 

A.16 The update of the SNA was based on a 

list of 44 issues for discussion.
84

 Many of them are 

linked to topics related to relatively new financial 

phenomena such as the treatment in the accounts 

of credit derivatives, repurchase agreements, non-

performing loans, index-linked debt securities and 

employee stock options. During the review process, 

it emerged that trends such as globalization and 

financial innovation were considered important 

enough to be reflected in macroeconomic 

statistics. At the same time it was felt that, in the 

ten years since its adoption, the 1993 SNA had 

shown resilience in a changing environment and 
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 The 44 issues for discussion are listed on the UN website 
http://unstats.un.org/unsd/sna1993/issues.asp. 
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had proved to be a robust framework that had 

gained broad appreciation (United Nations, 2003). 

Is globalization reflected in the 2008 SNA? 

A.17 Earlier chapters indicate the 

consequences for national accounts of 

globalization. Often these consequences have 

presented statisticians with new challenges. 

Globalization has undoubtedly brought great 

benefits which go far beyond any statistical 

difficulties. Nevertheless, it carries certain risks. In 

a globalized economy, national inflationary 

developments affect world inflation and asset 

allocation. Monetary policy may contribute to asset 

price bubbles which spread, and, likewise, a 

national deflation may have international 

repercussions. Exchange rate pressures may 

develop into an international systemic crisis. 

Financial crises move from the financial centre in 

one country to that of another. The cross-border 

links operate through many mechanisms, among 

them risk allocation across banking products, and 

contagion as a psychological factor or as a 

consequence of budget constraints on economic 

agents. This is why statistical initiatives relating to 

globalization are important in connection with the 

financial crisis. 

A.18 The 2008 SNA deals with aspects of 

globalization and the derivation of relevant 

indicators when considering the relationships 

between corporations in the national economy and 

in the rest of the world. FDI has become a key 

factor in international economic integration – see 

in particular Chapter 3. Accordingly, regular 

analysis of FDI developments is an integral part of 

most macroeconomic and cross-border financial 

analysis. FDI positions represent an important class 

of investment made abroad and received from 

abroad. As a percentage of GDP, they also give one 

indication of the extent of globalization and the 

interdependence of economies. FDI transactions in 

the financial account show inward and outward 

investments with assets (acquisitions net of 

disposals or redemptions) and liabilities (borrowing 

net of repayments) presented separately by 

financial instrument. Direct investment income 

provides information on the earnings of direct 

investors and of direct investment enterprises. 

Further elaboration of the treatment of FDI is one 

of the features of BPM6. As explained in Chapter 3, 

BPM6 notes that the direct investment relationship 

extends to affiliated companies with a common 

direct investor even in the absence of cross-

shareholdings between them. 

A.19 A further development to which the new 

standards give attention is the increased use of 

special purpose entities (SPEs), including offshore 

holding companies. SPEs are often (in the 

terminology of BPM6) both direct investors and 

direct investment enterprises. BPM6 (especially 

paragraphs 4.50-4.52, 4.87 and 4.134-4.137) and 

the 2008 SNA (especially paragraphs 4.55-4.67) 

discuss at length the statistical treatment of SPEs. 

The point of mentioning them here is their 

connection with FDI and because the new 

standards clarify their residence status and sector 

classification. Chapter 4 of this publication contains 

much material on SPEs in the context of 

globalization and national accounts. 

A.20 There is also interest in analysing the 

increasing activities of MNEs which potentially 

cause many measurement problems for national 

accounts. Most chapters of this publication touch 

on some aspect of this development, including 

challenges presented by transfer pricing between 

affiliated corporations, the increase in toll 

processing, where goods are shipped across 

international borders with no change in ownership 

(goods for processing – Chapter 5), merchanting 

(Chapter 6), the trade in and use of intellectual 

property assets across the world (Chapter 7), and 

international trading via the internet (both by 

corporations and households (Chapter 13)).  

A.21 Work continues to ensure the 

consistency of the various sets of statistics cited in 

the publication on globalization mentioned above. 

In addition to statistics on the activities of MNEs, 

statistics are also available for the wider group of 

corporations with links to other economies but 

without majority ownership (foreign affiliates).  

Is financial innovation reflected in the 2008 SNA? 

A.22 For a more complete picture of the SNA 

update in terms of financial innovation it is 

necessary to look at the issues addressed in the 

context of defining institutional units and sectors 

and of specifying categories for financial assets and 

liabilities. One of the central topics refers to 

questions of how to determine the relevant 

features of institutional units and how to group 

them into institutional sectors or subsectors. 

Closely linked to these questions is the issue of how 

to identify separately financial corporations 

involved in financial intermediation activities like 

securitization, securities lending, and repurchase 

agreements. As many of these activities are cross-

border, a related issue concerns the criteria to 



ADDENDUM: IMPACT OF THE FINANCIAL CRISIS    

 277 

 

determine the residence of a unit, to which the 

2008 SNA, and more particularly BPM6 (paragraphs 

4.113 to 4.145), devote attention. Various new 

components have been included in the 2008 SNA 

to subdivide the financial corporations sector and 

to refine the current financial asset and liability 

classification. 

A.23 There is always some reluctance to 

change substantially the system as a whole, since 

many users of the data wish to keep 

macroeconomic time series stable over a long 

period. Nevertheless, financial innovations must be 

incorporated as recommended in the 2008 SNA in 

order to keep the system up to date and relevant 

to policy and analysis, even at the cost of some 

adverse effect on continuity. 

A.24 From a monetary policy perspective, and 

also for financial stability purposes, it is important 

to integrate new elements reflecting financial 

innovation into the wide range of statistics 

available to a central bank. These are brought 

together in the framework of integrated economic 

and financial accounts by institutional sector, which 

provides a consistent overview of the interlinkages 

among the transactions and positions of the 

various institutional sectors (households, non-

financial corporations, financial corporations, and 

general government). These accounts require 

precise specification of the institutional units and 

their classification. Economic activities are reflected 

in both transactions and other changes in stocks 

(that is, changes in stocks which do not arise from 

transactions), and the architecture of the system is 

based on a complete sequence of accounts, 

including balance sheets. 

Subsectoring of financial corporations 

Classifying financial corporations 

A.25 For financial statistics and national 

accounts, groups of institutional units form 

institutional sectors or subsectors for compiling 

macroeconomic statistics. A breakdown of the 

large and heterogeneous financial corporations 

sector meets monetary policy needs by tracing how 

monetary policy is transmitted, and also may 

contribute to financial stability analysis. In the 2008 

SNA, the subsectors of the financial corporations 

sector have been substantially expanded to allow a 

more useful presentation of their activities in the 

context of financial innovation. The definition of 

which units make up the various subsectors of the 

financial corporations sector has been modified to 

reflect the nature of their output (financial 

services). Risk management and liquidity 

transformation have been added to financial 

intermediation as activities which better capture 

the activities of the various financial corporations. 

Accordingly, the list of subsectors of the financial 

corporations sector has been expanded to 

accommodate the more detailed description of 

financial corporations. This change will help to 

meet concerns that financial accounts have 

presented the financial corporations sector at too 

high a level of aggregation to reveal some of the 

developments which lay behind the financial crisis 

(e.g. heavy borrowing undertaken by some 

subsectors but not apparent from data relating to 

the sector as a whole, accompanied by exposure to 

maturity risk) (Palumbo and Parker, 2009).  

A.26 The 2008 SNA identifies nine financial 

corporations subsectors, compared to five 

subsectors in the 1993 version. Thus, in addition to 

the central bank and deposit-taking corporations, 

money market funds (MMFs) are identified – these 

three subsectors may then be combined, if 

appropriate, to form a monetary institutions 

subsector. Insurance corporations and pension 

funds (financial intermediaries dealing with the 

pooling of risks), hitherto forming a single 

subsector, are shown separately. The subsector 

financial auxiliaries have been more broadly 

defined than in the previous SNA. Institutional units 

in the old “other financial intermediaries (OFIs)” 

subsector are now classified in three subsectors: 

non-MMF investment funds, other financial 

intermediaries, and captive financial institutions 

and money lenders. Non-MMF investment funds 

include hedge funds covering a range of collective 

investment schemes, typically involving high 

minimum investments, light regulation, and a wide 

range of investment strategies, and also private 

equity funds. Some investment funds invest in 

other funds (“funds of funds”). 

A.27 Efforts have also been made to clarify 

the classification of specific types of institutional 

entity within the “other financial intermediaries, 

except insurance corporations and pension funds” 

subsector. Notably this concerns financial vehicle 

corporations engaged in securitization of assets 

(FVCs) and other financial intermediaries like 

security and derivative dealers, financial 

corporations engaged in lending and specialized 

financial corporations. FVCs are to be distinguished 

from financial institutions covered by the new 

subsector “captive financial institutions and money 

lenders”. These are financial corporations which 

are not engaged in financial intermediation nor in 

providing financial auxiliary services, and most of 
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whose assets or liabilities are not transacted on 

open markets. When such entities do not bear 

market or credit risks, they are consolidated with 

their parent corporation if resident in the same 

country as the parent. If set up outside the 

economic territory in which the parent corporation 

is located, they are considered resident in the 

country in which they are incorporated, even if 

they have little or no physical presence there. 

A.28 Holding companies also belong to this 

subsector. Holding companies own controlling 

levels of equity in a group of subsidiary 

corporations. They do not provide administration 

or management or any other service to the 

businesses in which the equity is held. (Holding 

companies are thus different from head offices, 

which exercise some aspects of managerial control 

over their subsidiaries: head offices, if separate 

institutional units, are classified as financial 

auxiliaries if the business is mainly financial, and as 

non-financial corporations if it is not.) 

Financial groups, conglomerates and 

multinationals 

A.29 Instead of classifying entities in 

institutional sectors, a second approach, also 

described in the 2008 SNA but not recommended 

in national accounts practice where strict residence 

and sector boundaries must be observed, is to 

arrange institutional units in financial groups 

according to ownership or control, not on the basis 

of principal functions, behaviour and objectives.
85

 

Such groups are likely to comprise mainly financial 

corporations, but perhaps also some non-financial 

corporations, and to include both resident and non-

resident units. Large financial groups, or 

conglomerates, may be created where a parent 

corporation controls several subsidiaries, some of 

which may control subsidiaries of their own. 

A.30 Each individual corporation in such a 

group is still a separate institutional unit. Even 

wholly-owned subsidiaries are separate legal 

entities required by law and tax regulations to 

produce complete sets of accounts, including 

balance sheets. Such data may contribute to 

national accounts. For financial stability purposes, 

however, it is necessary to have information 

relating to a financial group as a whole, and data 

for this purpose are usually presented consolidated 

at a group level. When assessing risks and their 

possible spreading over institutions and markets, it 
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 Non-financial groups consist predominantly of  non-financial 
corporations. See the 2008 SNA, paragraph 4.51 et seq. 

is of key importance to know which unit is bearing 

risks wherever the relevant assets are held within 

the group/conglomerate. In case of failure of an 

institution or a whole group, it is also important to 

be able to assess which other groups are exposed 

to the group, either directly on-balance sheet or 

indirectly through contingencies like guarantees, 

and would therefore become liable for losses. 

(With the exception of standardized guarantees, 

contingencies are outside the asset/liability 

boundary of the 2008 SNA and BPM6.) 

A.31 For various reasons therefore financial 

group data used for financial stability purposes 

differ from sector data used in national accounts. 

The differences are further elaborated in annex A.1 

to this addendum, on ECB statistical initiatives. 

Groups are not easily identifiable in practice and it 

may be difficult to obtain data for groups whose 

activities are not closely integrated. Moreover, 

many conglomerates are much too large and 

heterogeneous to be treated as single units, and 

their size and composition may be continually 

shifting over time as a result of mergers and 

takeovers. 

A.32 For MNEs, publicly available information 

may be provided only for the group as a whole, 

where relationships between corporations in 

different countries have been consolidated. In this 

case, national accountants would need to consult 

other sources for the required non-consolidated 

data. Difficulties encountered in incorporating data 

relating to (parts of) MNEs in national accounts are 

discussed in various chapters of this guide. 

Increasing complexity of financial instruments 

A.33 Beyond the specification of monetary 

variables as a subset, some refinements of the 

various financial asset and liability categories have 

been added in the 2008 SNA. They refer to the 

clarification of the treatment of repurchase 

agreements (including where a borrower of 

securities sells them), gold swaps, and loans and 

deposits in gold. For securities, a more detailed 

breakdown is recommended than in the 1993 SNA. 

Equity is split into shares (listed and unlisted), other 

equity and investment fund shares or units. For 

debt securities (“securities other than shares” in 

the 1993 SNA), a more comprehensive specification 

is foreseen taking into account the development of 

security-by-security databases (see further below, 

and in annex A.1). Debt securities are described 

with breakdowns by (original) maturity, currency, 

and type of interest – another change which should 
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make national accounts more relevant to 

predicting (and perhaps forestalling) financial 

crises. Concerning maturity, it should be noted that 

the main focus remains on original maturity, but 

the concept of residual maturity gains importance. 

A.34 Borderline cases between financial 

derivatives and securities are discussed. A 

distinction is made between options and forwards, 

while employee stock options are shown 

separately. Further breakdowns are suggested as 

supplementary items, like credit derivatives or 

embedded derivatives. The BPM5 supplement on 

derivatives (IMF, 2000) is incorporated in BPM6, 

with some further elaboration. 

A.35 The 2008 SNA gives rather detailed 

attention to the accounting treatment of insurance 

technical provisions, including reinsurance 

arrangements. 

A.36 Questions also arose in the course of the 

review as to how far pension entitlements should 

be covered within the asset/liability boundary of 

the SNA. This question is closely linked to the issue 

of how far provisions, as shown in business 

accounting, should be treated as financial 

instruments. The decision was to include all 

pension entitlements under non-government 

schemes within the asset/liability boundary, but 

not most pension entitlements arising from 

defined-benefit schemes managed by general 

government (which however may be shown in a 

supplementary table). Another modification refers 

to the inclusion as assets of standardized 

guarantees as a form of credit insurance (see 

further below). 

Guarantees 

A.37 Guarantees have a significant impact on 

the behaviour of economic agents, both by 

influencing their decisions on production, income, 

investment or saving and by modifying lending and 

borrowing conditions on financial markets. Some 

borrowers would have no access to loans in the 

absence of guarantees, while guarantees give 

others access to funds at lower interest rates than 

they would otherwise pay. Guarantees appear in 

the households (for example, student loan 

guarantees) and corporations sectors, and are 

significant for general government and for the 

public sector, as government activities are often 

linked with their issuance or activation. Guarantees 

are typically activated in the context of economic 

or financial difficulties. An analysis of risk exposures 

incurred by guarantors as usually reflected in their 

off-balance sheet commitments is important to 

policymakers. 

A.38 The 1993 SNA indicated that only 

guarantees classified as financial derivatives should 

be recorded in the standard accounts, with 

supplementary information to be provided where 

contingencies are important for policy and analysis. 

In the 2008 SNA, three types of guarantee are 

distinguished: credit default swaps (CDSs), 

standardized guarantees, and one-off guarantees.
86

 

CDSs are classified as financial derivatives, while 

one-off guarantees are still treated as 

contingencies (and are therefore off-balance 

sheet). 

A.39 Some consideration was given to the 

accounting treatment of standardized guarantees. 

They are guarantees for which the probability of 

default can be established but which do not meet 

the definition of a financial derivative because they 

cannot be traded or offset in the market. Common 

examples are export credit and student loan 

guarantees. The expected loss to be considered is a 

probability-weighted concept. Although it is hard to 

assess the likelihood that any individual borrower 

will default, experience with the scheme will 

indicate what proportion of outstanding 

guarantees will be activated. The estimated future 

payments are discounted and take account of any 

likely recoveries where payment under the 

guarantee gives the guarantor rights over 

defaulting assets or other collateral. 

A.40 The guarantee may be contracted either 

by the creditor or the debtor, but the asset is 

always recorded in the balance sheet of the entity 

that holds the right to claim and receive funds from 

the guarantor. It is necessary to reroute 

transactions when the entity that pays the 

premium is not the one holding the asset. Given 

their similarity to insurance contracts (both rely on 

the spreading of risks over a large number of 

independent contracts), standardized guarantees 

are treated like insurance technical provisions. The 

expected losses are recorded as imputed payments 

to the guarantor (as if the guarantor received 

premiums), who incurs a matching liability at the 

same time. (This is identical to the treatment of 

non-life insurance, where the insurance 

corporation receives premiums and – after 

deduction of administrative costs, etc. - records 

corresponding liabilities to policy holders in the 
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 See also IAS 37 on Provisions, Contingent Liabilities and 

Contingent Assets. 
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form of technical reserves.) An equivalent asset is 

added to the balance sheet of the sector receiving 

the guarantee, i.e. that of the entity which granted 

the initial loan. It is recognized that this could imply 

an overstatement of its assets and net worth, since 

it may continue to record the loans guaranteed at 

full nominal value. (This situation may have already 

arisen in the 1993 SNA, when a lender buys a credit 

derivative for protection against a deterioration in 

the creditworthiness of the borrower.) Some 

additional information on loan provisioning made 

by the creditor in the case of non-performing loans 

will be provided as a memo item or in a set of 

supplementary accounts in the new SNA, to allow 

analysts to take account of this possible 

overstatement on the assets side. 

Securitization 

A.41 The reference point here (and for issues 

of debt securities more generally) is the Handbook 

on Securities Statistics (Part 1: Debt securities 

issues; Part 2: Debt securities holdings) compiled by 

the Bank for International Settlements (BIS), the 

ECB, and the IMF.
87

 The Handbook provides a 

conceptual framework for the presentation of 

statistics on debt securities based on the 2008 SNA 

and BPM6. Securitization of assets or future 

income streams is a well-established process that 

has already operated for some decades. However, 

financial innovation has brought new financial 

corporations to facilitate the creation, marketing, 

and issuance of debt securities. Furthermore, 

securitization schemes have become increasingly 

complex and are driven by different considerations 

like cheaper funding, reductions in regulatory 

capital requirements, risk transfer and 

diversification of funding sources. Securitization 

results in debt securities for which coupon or 

principal payments (or both) are backed by 

specified financial or non-financial assets or future 

income streams.
88

 A variety of assets or future 

income streams may be used, including residential 

and commercial mortgage loans, consumer loans, 

corporate loans, government loans, credit 

derivatives, and future revenue. As noted earlier, it 

was in difficulties with this type of operation 

(securitization of subprime mortgages in the United 

States) that the financial crisis began. 
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 A third part, on equity securities, is in preparation. 
88

 This definition of securitization in the Handbook (see 
http://www.imf.org/external/np/sta/wgsd/hbook.htm) is wider 
than the definition used in a recent ECB regulation (see annex 

A.1) and (broadly speaking) covers those securitization schemes 
described here as true and synthetic securitization (see 
http://www.imf.org/external/np/sta/wgsd/hbook.htm). 

A.42 Securitization schemes vary within and 

across debt securities markets. These schemes can 

be grouped into three broad types. The first type of 

scheme, usually known as on-balance sheet 

securitization, involves the issue of debt securities 

backed by an income stream generated by the 

assets which remain on the balance sheet of the 

debt securities issuer (the original asset owner), 

typically as a separate portfolio. The issue of debt 

securities provides the original asset owner with 

funds.
89

 In the second type, true-sale securitization, 

the original owner transfers assets from the 

balance sheet to an FVC,
90

 which issues debt 

securities to finance the acquisition. Interest 

payments and principal repayments on the loans 

meet the coupon payments and principal 

repayments on the debt securities. 

A.43 Synthetic securitization, the third type of 

securitization, involves the transfer of credit risk 

related to a pool of assets without a transfer of the 

assets themselves. The original asset owner buys 

protection against possible default losses on the 

pool of assets using CDSs. The proceeds from the 

issue of debt securities are placed by an FVC on 

deposit, and the interest accrued on the deposit, 

together with the premium charged when the CDSs 

are issued, finances coupon payments on the debt 

securities. If there is a default, the original asset 

owner continues to receive coupon and principal 

payments as some of these funds are redirected 

away from some investors to cover default losses. 

Synthetic securitization without an FVC occurs 

when the original asset owner issues credit-linked 

notes (CLNs). CLNs are structured as debt securities 

with an embedded CDS allowing a specific credit 

risk to be transferred from the issuer of the CLNs to 

investors in them. For example, if a bank makes a 

loan to a corporation, the bank may in turn sell 

CLNs to investors. The proceeds from the CLNs 

would be invested by the bank in assets such as 

highly-rated government debt securities. If no 

default occurs during the life of the note, the 

redemption value of the note is paid to investors at 

maturity. If a default occurs, the holders of the 

CLNs become the creditors of the defaulting 
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 The issuance of asset-backed securities in a (on-balance sheet) 
securitization is to be distinguished from the issuance of 

covered bonds. Covered bonds exist in several jurisdictions and 
in different formats (e.g. Pfandbriefe in Germany). Unlike asset-

backed securities, covered bonds usually provide for double 
recourse to both the pool of assets and the issuer if the issuing 
financial institution defaults. 
90

 Elsewhere these entities may be called special purpose 
vehicles (see for example Chapter 4, paragraph 4.19). Other 
terms may also be used. 
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corporation (annex A.1 describes recent work on 

securitization carried out in the ECB).  

The balance sheet approach 

A.44 Compared to the more traditional 

examination of transaction data, the balance sheet 

approach focuses on the analysis of stock data in 

an economy’s sectoral balance sheets, and its 

aggregate balance sheet, covering financial and (in 

principle) non-financial assets, liabilities and net 

worth. This approach to the analysis of financial 

stability involves an institutional sector approach as 

developed for the euro area (see annex A.1). The 

innovative part is the focus of attention, not solely 

on the activity and strength of the economy as a 

whole vis-à-vis the rest of the world, but also 

within the economy and on the interrelations 

between institutional sectors. The sectors generally 

covered in the approach may be further divided 

into subsectors, such as various kinds of financial 

institution, e.g., the central bank, deposit-taking 

corporations and other financial intermediaries, 

probably with further breakdowns by subsector as 

provided for in the 2008 SNA. 

A.45 Alongside analysis of the quality and 

diversification of each sector’s and subsector’s 

portfolio of assets and liabilities, the balance sheet 

approach helps to identify weaknesses in the 

financial system, measuring exposure to sectoral 

financial risks, mapping the connections between 

the sectors, and assessing the dynamics between 

them at times of shock.
91

 

A.46 The balance sheet approach has 

assumed increased importance in external statistics 

also. The IMF’s Coordinated Portfolio Investment 

Survey
92

 (CPIS) ,which has been conducted annually 

since 2001, is likely to increase from annual 

frequency. In addition, the IMF and a group of 

international agencies published External Debt 

Statistics: Guide for Compilers and Users in 2003. It 

is significant in this regard that the full title of 

BPM6 is the Balance of Payments and International 

Investment Position Manual, and also that the 

intention, at least for subscribers to the IMF’s 

Special Data Dissemination Standard, is to increase 

the frequency of international investment position 

statistics to quarterly. The more recent changes in 

the collection of data on outstanding positions are 
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 See, for instance, the IMF’s Global Financial Stability Report, 
October 2009, and the ECB’s Financial Stability Review, 

December 2009. 
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More information available from 
http://www.imf.org/external/np/sta/pi/cpis.htm 

at least in part because the financial crisis has 

highlighted the importance of such data and the 

links between institutional units, in terms of asset 

and liability positions, across countries and also 

within them. 

A.47 The framework for assessing balance 

sheet risks may focus on four types of balance 

sheet mismatches, all of which may affect a 

country’s, sector’s or subsector’s ability to service 

debt in the face of shocks: (i) maturity mismatches, 

where a gap between liabilities due in the short 

term and liquid assets may leave a sector or 

subsector unable to meet its commitments if the 

market declines to roll over debt, or creates 

exposure to the risk that interest rates will rise; (ii) 

currency mismatches, where a change in the 

exchange rate leads to a capital loss; (iii) capital 

structure problems, where a heavy reliance on debt 

rather than equity financing leaves a firm or bank 

less able to weather revenue shocks; and (iv) 

solvency problems, where assets are insufficient to 

cover liabilities, including contingent liabilities. As 

pointed out in the Palumbo and Parker study on 

the adequacy of US economic and financial 

accounts referred to earlier, maturity mismatches, 

currency mismatches, and a poor capital structure 

can all contribute to systemic risk. Solvency risk can 

also arise from simply borrowing too much or from 

investing in low-yielding assets. Nevertheless, off-

balance sheet commitments, usually treated as 

contingencies in the 2008 SNA, may exist which are 

not sufficiently reflected in national accounts. 

A.48 From this perspective, a financial crisis 

could occur when there is a fall in demand to hold 

the debt of one or more sectors. Creditors may lose 

confidence in a country’s ability to service its 

external debt, in the government’s ability to service 

its own debt, in the banking system’s ability to 

meet deposit outflows, in the soundness of other 

financial corporations, or in the ability of 

households or non-financial corporations to repay 

loans and other debt (Allen, Rosenberg, Keller, 

Setser and Roubini, 2002; Gray, Merton and Bodie, 

2002; Mink, 2005). 

A.49 Although the relationship with 

globalization and national accounts is slight, it 

might be mentioned here that Chapter 27 of the 

2008 SNA (Links to monetary statistics and the flow 

of funds) explains how monetary aggregates may 

be embedded in from-whom-to-whom financial 

accounts and balance sheets. 
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Aligning the work between international 

accounting standards and statistical 

standards 

A.50 The previous sections bring together a 

broad range of topics considered in the context of 

globalization and financial innovation and which 

are in the process of being integrated into the 2008 

SNA. It is important to align this work with the 

design and implementation of international 

financial reporting standards (IFRS). This has been 

clearly reflected in the various tasks of the working 

groups and committees contributing to the SNA 

review process. International initiatives should also 

be mentioned to align government accounting 

practices and international statistical standards, 

beginning with the release of the various IMF 

manuals and their implementation. Valuable work 

has also been done by the OECD/IMF Task Force on 

the Harmonization of Public Sector Accounting, 

which brought together government accountants 

and national accounts statisticians. Harmonization 

of international accounting standards and 

statistical standards to the extent possible will 

enable the same source data to be used for several 

purposes, contributing to the reliability of 

macroeconomic statistics while prospectively 

reducing the reporting burden for corporations. 

A.51 The International Accounting Standards 

Board (IASB) Framework for the Preparation and 

Presentation of Financial Statements is particularly 

relevant for  statistical standards. The framework 

sets out the concepts that underlie the preparation 

and presentation of financial statements for 

external users and deals with: (i) the objective of 

financial statements; (ii) the qualitative 

characteristics that determine the usefulness of 

information in financial statements; (iii) the 

definition, recognition and measurement of the 

elements from which financial statements are 

constructed; and (iv) concepts of capital and capital 

maintenance. 

A.52 Accounting for financial instruments 

under the IFRS is complex. It is only possible to 

mention here IAS 32, IAS 39 and IFRS 7 as they are 

currently applied. IAS 32 (Financial Instruments: 

Presentation) deals with the classification of 

financial instruments, from the perspective of the 

issuer, into financial assets, financial liabilities and 

equity instruments; the classification of related 

interest, dividends, losses and gains; and the 

circumstances in which financial assets and 

liabilities should be offset. The principles in this 

standard complement the principles for recognizing 

and measuring financial assets and financial 

liabilities in IAS 39 (Financial Instruments: 

Recognition and Measurement), and for disclosing 

information about them in IFRS 7 (Financial 

Instruments: Disclosures). 

A.53 For national accounts, balance sheet 

items are mainly classified by type of instrument 

and maturity. Although some obligations in the IAS 

(e.g. provisions) are not always recognized as 

liabilities in the SNA, most of the national accounts 

instrument categories coincide with those of the 

balance sheet under financial accounting 

standards. 

Main gaps in statistics and 

measurement issues revealed by 

the financial crisis - the Issing 

Committee and G-20 reports 

A.54 This section draws on two main sources: 

the Issing Committee report and the G-20 report 

The Financial Crisis and Information Gaps. Other 

needs identified by the ECB, in its role of promoting 

financial stability and anticipating the requirements 

of the ESRB, are described in annex A.1. 

The Issing Committee report 

A.55 The recommendations of the Issing 

Committee report (see Issing and others, 2009) 

concerning statistical gaps centred on a risk map 

project “comprising off-balance sheet entities as 

well as risk transfer instruments like CDOs 

[collateralised debt obligations] and CDS [credit 

default swaps].” The report continued “In fact, 

available data bases are not prepared to capture 

these financial instruments, nor the international 

interconnectedness among large banking and 

insurance groups (LBIGs). Therefore, as a 

prerequisite for strengthening counter-cyclical 

policy measures (e.g. capital adequacy, and 

liquidity reserves), a coordinated effort to set up a 

suitable data base of the global financial 

interconnectedness (the exposure net) and its major 

risk factors (the risk drivers), is needed.” (By 

counter-cyclical measures here the report means 

an approach which tightens capital requirements 

and otherwise discourages strong growth in lending 

when markets are buoyant, and works in the 

reverse direction when conditions are weak – see 

the remarks earlier in this addendum on the link 

between asset price bubbles, the value of 

collateral, and lending. The effect on lending via 
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(apparent) over-sufficiency of bank capital when 

markets are strong may also be important.)   

A.56 The Issing Committee report also sees 

deficiencies in data on individual securities and 

loans, proposing supranational databases on both. 

In this context, the report proposes a standardized 

credit register to monitor domestic and cross-

border exposures simultaneously. Likewise, the 

advancement of a global securities register, itself 

closely related to the risk map project, should be 

continued in parallel, exploiting possible synergies. 

The existing Working Group on Securities 

Databases is mentioned in this context. This matter 

is taken up in annex A.1 describing the ECB’s 

current and planned work, of which a securities 

database is an important part.  

A.57 Further recommendations refer to the 

role hedge funds played in crisis transmission, due 

to their strong reliance on bank financing and 

maturity mismatch, and to rating agencies. 

Regulation of hedge funds is recommended, while 

the report considers that internationally active 

rating agencies should be registered and should 

explain their rating methodology better. 

A.58 One aspect of the Issing Committee’s 

concern about procyclicality has been mentioned. 

In connection with national accounts, the report 

focuses on the need for better cyclically-adjusted 

government revenue and expenditure data, e.g. to 

prevent a loosening of fiscal policy when the 

general government position improves for cyclical 

reasons in an economic upturn. 

A.59 The Issing Committee report also advises 

central banks to take account of asset price 

bubbles in conducting monetary policy. This is a 

matter which monetary economists and 

policymakers have often debated. The crisis gives 

the discussion a new topicality. The relevance here 

is that trying to prevent bubbles (or to burst them if 

they emerge) would inevitably give further 

significance to data on, in particular, residential and 

commercial property prices, and probably also to 

the inclusion of at least some non-financial assets 

in sectoral balance sheets (see further below and in 

annex A.1) – hitherto institutional sector balance 

sheets in most EU countries have included only 

financial assets. Estimated holdings of residential 

property are now included in the balance sheet of 

the households sector in euro area accounts, and 

work is being done on other non-financial assets. 

The G-20 report 

A.60 The G-20 report states that, while the 

financial crisis was not the result of a lack of proper 

economic and financial statistics, it exposed a 

significant lack of information on key financial 

sector vulnerabilities relevant for financial stability 

analysis.
93

 Key recommendations refer to data 

improvements related to risks, international 

network connections, sectoral and other financial 

and economic datasets, and to the communication 

of official statistics. 

A.61 Broadly, the report sees a need to 

address information gaps in three main 

interrelated areas. The first is monitoring risk in the 

financial sector. Much of this concerns the type of 

supervisory data briefly described above. The 

second area identified by the G-20 report is 

international network connections, or cross-border 

financial linkages. Here the main national accounts 

matter is the CPIS, at present conducted annually 

by the IMF, which is much used by statisticians in 

balance of payments and international investment 

position work. The third area identified in the G-20 

report is sectoral and other financial and economic 

datasets, mainly concerned (as the report explains) 

with sectoral transaction accounts and balance 

sheets, more fully comparable government finance 

statistics, and information on residential and 

commercial real estate prices. The report 

recognizes that work is under way to produce a 

handbook on real estate price indices, led by 

Eurostat under the auspices of the Inter-Secretariat 

Working Group on Price Statistics (UNECE, ILO, IMF, 

OECD, World Bank, and Eurostat), and that the BIS 

and member central banks have collected a large 

number of real estate price indicators from various 

countries around the world (and the ECB has 

collected such data relating to euro area countries). 

The report also seeks data on groups of entities 

within an institutional sector or subsector 

(“distributional information”). These datasets may 

indicate the vulnerability of economies to shocks. A 

fourth area concerns improving communication of 

official statistics (the development of the Principal 

Global Indicators website noted below). 

A.62 Further issues in the report relating 

directly to national accounts concern data on the 

stock of dwellings, together with the associated 

price levels and changes in them mentioned above, 

which are critical for understanding household 

wealth, its evolution over time, and the 
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vulnerability of households’ financial position. 

Similar information on commercial property is 

relevant, not just for monitoring the wealth of the 

corporate sector, but also for financial stability 

more generally, given that commercial property 

accounts for a significant share of collateralized 

lending for many banks.  

A.63 Other points raised in the G-20 report 

affecting national accounts concern government 

finance data, where (in the view of the report) the 

crisis has further highlighted data gaps and 

problems in comparability, with wide differences in 

coverage and definitions in national fiscal data, 

particularly for balance sheet items. (A database on 

general government and public sector debt 

statistics was launched by the  World Bank in 

December 2010, to make such data more widely 

available and to enhance their international 

comparability.) The report mentions in particular 

better data on the maturity profile and 

classification (such as by currency and holder) of 

government debt. 

A.64 There is also concern about the lack of 

data on cross-border exposures of non-financial 

corporations. “Onshore” corporations, both 

financial and non-financial, have used offshore 

entities to raise finance and provide implicit 

guarantees; the activities of these entities have 

often not been recorded in the statistics. The 

residence status of such offshore entities, 

registered in some other country but often with no 

physical presence there, was not sufficiently clear 

in the old statistical standards. The new standards 

make it clear that registration or authorization is 

sufficient to establish residence, even in the 

absence of a physical presence in the territory – 

see Chapter 4 on SPEs. Although relevant to the 

concerns of the G-20, correct statistical treatment 

of these offshore entities following the new 

standards will not wholly satisfy the concerns of 

the G-20 report. Accordingly, statistical reporting 

needs to be amended to reveal the exposures of 

the onshore corporation through its offshore 

affiliates. 

A.65 The G-20 report makes twenty 

recommendations. They include the further 

development of the BIS data collection on 

securities, the BIS-ECB-IMF Handbook on Securities 

Statistics and a communication strategy for these 

data (recommendation 7); a template for 

systemically important global financial institutions 

(recommendation 9); information on cross-border 

exposures of financial and non-financial 

corporations (recommendation 13); a template for 

exposures of large non-bank financial institutions 

(recommendation 14); a strategy to promote the 

compilation and dissemination of the balance sheet 

approach, flow of funds, and sector data 

(recommendation 15); statistical work to compile 

and disseminate distributional information (such as 

ranges) (recommendation 16); and methodological 

and data aggregation practices on global and 

regional aggregates and implementing the 

Statistical Data and Metadata eXchange (SDMX) for 

the Principal Global Indicators website 

(recommendation 20 – see further below). As 

annex A.1 explains, the ECB is closely involved in 

these developments and has already carried some 

of them forward at the EU level. 

Progress made since October 2009 

A.66 Work started immediately to address 

these recommendations. In some cases, closing the 

gaps raises significant challenges. In others, the 

identified gaps relate to existing initiatives where 

the conceptual framework for capturing data is 

already well developed. The June 2011 

implementation report notes considerable progress  

with many recommendations. It sees the main 

priorities as strengthening data on the financial 

sector, including shadow banking, financial 

interconnectedness and sectoral balance sheets, 

followed by further improvements in data on real 

estate prices and in government finance statistics. 

Prioritization, coordination, and cooperation 

among international agencies and G-20 economies 

remain essential to a successful implementation of 

the work programme. 

A.67 As noted earlier, the October 2009 

report grouped the recommendations under four 

themes: (i) the build-up of risk in the financial 

sector; (ii) cross-border financial linkages; (iii) the 

vulnerability of domestic economies to shocks; and 

(iv)  improving communication of official statistics. 

A.68 Table A.1, from the June 2010 progress 

report, summarises the 20 recommendations. The 

rows reflect the four themes mentioned in the 

October 2009 report while the columns provide 

more detail on the work. 

The Principal Global Indicators website 

A.69 One of the Working Groups following up 

the G-20 report is the Inter-Agency Group on 

Economic and Financial Statistics (IAG) which was 

established at end-2008 to coordinate work on the 

improvement of economic and financial statistics 
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(methodologies and data collection) among 

international agencies. Members of the IAG are the 

BIS, the ECB, Eurostat, the IMF (chair), the OECD, 

the UN, and the World Bank. 

A.70 In April 2009, the IAG launched the 

Principal Global Indicators (PGI) website.
94

 This 

website is intended to reflect the needs of users in 

monitoring economic and financial trends for the 

G-20 economies, as systemically important 

countries. It gives prominence to cross-country 

indicators, emphasizing the comparability of data. 

In developing the site, the IAG has drawn on the 

experience in Europe with the Principal European 

Economic Indicators, and the UN data template for 

high frequency statistics. The main series covered 

at present on the PGI website are GDP and main 

expenditure components, consumer and producer 

prices, unemployment, industrial production and 

retail trade, external trade and the current account 

balance of payments, the international investment 

                                                 
94

 See http://www.principalglobalindicators.org. 

position (including external debt and official 

reserves), banking data, interest rates, share prices 

and exchange rates, confidence indicators and the 

oil price. The data are presented in a harmonized 

manner (e.g. "GDP growth" is the quarterly growth 

rate on the previous quarter in constant prices and 

seasonally and working day adjusted). The PGI 

website will make it clear how far work has 

progressed in implementing international statistical 

standards like the 2008 SNA, which are a necessary 

but not a sufficient condition for reliable and 

comparable statistical data. 

A.71 Various groups are working to expand 

the data on the website, including with residential 

and commercial real estate prices. Further 

enhancements are expected to include, for 

selected indicators, aggregated data for the world, 

OECD countries and emerging economies. The IAG 

is also collaborating to further improve access to 

these data. It intends to broaden country coverage 

in the medium term. 

Table A.1  Overview of the 20 recommendations 

 Conceptual/statistical framework needs 

development 

Conceptual/statistical frameworks exist and 

ongoing collection needs enhancement 

 Recommendation Responsibility Recommendation Responsibility 

# 3 (Tail risk in the financial 

system and variations in 

distributions of, and 

concentrations in, activity)  

IMF # 2 (Financial Soundness 

Indicators (FSIs)) 

 

IMF 

# 4 (Aggregate leverage and 

maturity mismatches) 

BIS and IMF # 5 (Credit default swaps) CGFS and BIS 

Build-up of risk 

in the financial 

sector 

# 6 (Structured products) IOSCO # 7 (Securities data) BIS, ECB and 

IMF 

# 8 and # 9 (Global network 

connections and 

systemically important 

global financial institutions) 

FSB and IMF # 10 and # 11 

(International Banking 

Statistics (IBS) and the 

Coordinated Portfolio 

Investment Survey (CPIS)) 

BIS, CGFS and 

IMF 

Cross-border 

financial 

linkages 

# 13 and # 14 (Financial and 

non-financial corporations’ 

cross-border exposures) 

IAG led by BIS # 12 (International 

investment position) 

IMF 

# 15 (Sectoral accounts) IAG led by IMF 

# 17 (Government finance 

statistics) 

IMF 

# 18 (Public sector debt) World Bank 

IATFFS 

Vulnerability of 

domestic 

economies to 

shocks 

# 16 (Distributional 

information)  

OECD and 

Eurostat, in 

cooperation 

with the ECB 

# 19 (Real estate prices) ISWGPS, BIS, 

IAG 

Improving 

communication 

of official 

statistics  

  # 20 (Principal Global 

Indicators)  

IAG 

Note: Recommendation 1 concerned the June 2010 progress report. 
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Annex A.1 

Recent and planned developments in ECB/ESCB statistics relating to the 

impact of globalization and the financial crisis 

 

A.1.1 The ECB/ESCB
95

 had already in mind, or 

had recently introduced, some statistical 

enhancements which proved to be relevant to 

needs in present circumstances. 

The development of euro area accounts 

by institutional sector 

A.1.2 The first quarterly euro area integrated 

economic and financial accounts by institutional 

sector were published in June 2007 (annual 

accounts had been published in May 2006; the ECB 

had for some years published partial accounts 

covering the non-financial sectors in the euro area). 

These accounts, the result of a joint initiative with 

Eurostat (which is the source of the current and 

capital accounts), bring together all economic and 

financial transactions of the main institutional 

sectors in the euro area, with balance sheets 

recording financial assets and liabilities, and 

reconciliation accounts showing revaluations and 

other (non-transactional) changes in the volume of 

assets and liabilities. Estimates of dwellings owned 

by the households sector have recently been added 

to the balance sheet, and work is in progress on 

other non-financial assets. 

Euro area accounts for financial stability 

analysis 

A.1.3 The crisis has given these euro area 

accounts a high profile. If further developed in the 

context of the 2008 SNA, the accounts are relevant 

to ascertaining (i) the vulnerabilities included in the 

balance sheet positions of general government, 

non-financial corporations, and households; (ii) 

conditions in markets to which several of these 

sectors are exposed, such as real estate; and (iii) 

the financial and real sector linkages within an 

economy.  

A.1.4 An example of the relevance of euro area 

accounts for financial stability analysis (although, as 

noted already, they were not devised with this use 

principally in mind) is a section of the ECB’s 

Financial Stability Review for June 2009. Brief 
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 The European System of Central Banks (ESCB) comprises the 
ECB and the central banks of the 27 EU member states. 

extracts may give some of the flavour of the 

analysis. It said that data on the euro area financial 

accounts are used “to construct a network of 

balance sheet exposures that connect the main 

sectors of the euro area financial system. Net 

financial wealth and its role in attributing sectors to 

the borrowers or lenders in the financial system 

also provides a link between the financial and the 

real accounts. Therefore, it allows an analysis of the 

transmission of ‘vertical’ contagion whereby shocks 

may spread from the real sector to the financial 

sector via the net lending positions of the different 

sectors… In other words, sectors with high debt 

relative to cash flows tend to be more vulnerable to 

asset price and cash flow shocks. This captures the 

’leverage effect’ of debt accumulation, which is an 

important concept in financial contagion 

literature…[Chart C.3] provides a measure of debt-

to-asset ratios for the individual sectors… 

Three main observations can be drawn… The first is 

the overall increase in the size of balance sheet 

exposures in the first decade of Stage Three of 

Economic and Monetary Union [1999-2008]. The 

second is the crucial role played by the banking 

(MFI) sector in the euro area financial system...... 

The third observation is the growing role played by 

the OFI [other – non-monetary – financial 

intermediaries] sector over the past ten years, 

[which partly] reflects the expansion of 

securitisation transactions and off-balance sheet 

structures. 

The fact that the euro area accounts provide a 

consistent source of leverage measures across 

different sectors makes it possible to construct time 

series for risk indicators at the sector level. 

Analysis of balance sheet and risk networks is 

especially useful for macroprudential purposes, 

where attention should be paid to the 

vulnerabilities that arise from the interlinkages 

among agents in the financial system….”. 

Enhancing euro area accounts 

A.1.5 In-depth analysis of the strengths and 

weaknesses of the financial sector, within an 

economy and in interaction with other entities in 

the context of globalization, makes it necessary to 
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develop the accounts further (and to undertake 

other statistical initiatives, as described later in this 

annex). The ECB intends to enhance the euro area 

institutional sector accounts in various important 

ways. One is a direct consequence of the financial 

crisis and the likely needs of the ESRB: an extension 

of the aggregation from the euro area to the 

European Union as a whole, because the ESRB has 

an EU-wide remit. (The euro area accounts will of 

course be retained, because the euro area is the 

entity relevant to the ECB’s monetary policy 

function for which the accounts were originally 

designed.) Incorporation of data for EU countries 

outside the euro area presents many practical 

challenges, notably in data coverage and 

consolidation/aggregation. 

A.1.6 The other enhancements would have been 

made anyway to meet the requirements of ECB 

users. As noted earlier, residential property has 

recently been added to the balance sheet of the 

households sector. Adding commercial property is 

a priority here, and the intention is to introduce 

produced assets owned by euro area/EU residents 

generally.
96

 The second major improvement is to 

widen the counterpart information in the financial 

accounts and balance sheets. The point here is that 

the basic accounts show the sectors which hold 

financial assets (but not the sectors on which the 

assets represent claims), and the sectors which 

have liabilities in the form of the various classes of 

instruments (but not the sectors which hold the 

instruments). For example, the basic accounts 

show debt securities acquired during the quarter 

(or held at end-quarter) by households, but not the 

debtor sectors on which they represent claims; and 

they show the amount of debt securities issued by 

non-financial corporations, but not which sectors 

hold them. This is a deficiency when, for example, 

there is a need to know how exposed the 

households sector is to financial and non-financial 

corporations. The euro area accounts already 

present from-whom-to-whom information for 

deposits and loans, but not for other financial 

instruments. Planned development of securities 

holdings statistics is relevant here - see also the 

section below on securities databases. 

A.1.7 There are two statistical enhancements 

which will contribute to the accounts, or make 

them easier to understand, but which have other 

purposes also. For non-financial sectors, the ECB 

has introduced a survey of small and medium-sized 
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 The ECB also has in mind fuller/more comparable data on 
other aspects of housing and construction, e.g. on housing starts 
and completions, and sales of houses. 

enterprises (most of which will be in the non-

financial corporations sector), since this group may 

behave differently from larger enterprises. The ECB 

has also recently introduced a survey of households 

across the euro area (the Household Finance and 

Consumption Survey) to provide information on 

households at different income and wealth levels, 

with different age profiles, family commitments, 

etc. The intention is to collect information at lower 

frequency which will improve understanding of the 

sector aggregates in the institutional sector 

accounts. This is a contribution to the need for 

better distributional data mentioned in the G-20 

report, revealing developments that are likely to 

affect economic and financial conditions but may 

be hidden in data relating to the broader sectors 

and subsectors. 

ECB/ESCB statistics related to financial 

institutions and markets from the 

perspective of filling data gaps 

A.1.8 Even without the prospect of the ESRB, 

the crisis would have led to a thorough appraisal of 

statistical provision, in view of the severity of the 

economic consequences and the ECB’s statutory 

task to “contribute to the smooth conduct of 

policies pursued by the competent national 

authorities relating to the prudential supervision of 

credit institutions and the stability of the financial 

system” (Article 127, Treaty on the Functioning of 

the European Union). A preliminary point might be 

made here. Although many of the statistics 

regularly compiled by the ECB, usually to form euro 

area aggregates, have much relevance to the 

financial stability function (obvious examples are 

the monetary financial institution (MFI)
97

 and other 

financial corporations’ balance sheets, and the 

detailed information on MFI interest rates paid and 

charged to households and non-financial 

corporations in the euro area), they were designed 

largely with the monetary policy function in mind, 

and conform in definition, coverage, accounting 

conventions, etc. so far as possible to international 

statistical standards. For financial stability purposes 

the ECB has received, via EU financial supervisors, 

separate, lower frequency data designed to meet 

supervisory needs.  

A.1.9 Other work affecting ECB/ESCB financial 

statistics relates to the gaps identified in the Issing 

Committee and G-20 reports. One area of work 
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 MFIs comprise (broadly speaking) central banks (including the 
ECB itself), what the SNA calls deposit-taking corporations 
(other than the central bank), and money market funds. 
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concerns the new emphasis on microdata held in 

securities databases and credit registers. The Issing 

Committee report in particular urges their further 

development towards a common supranational 

database. While the ECB is considering the use of 

credit registers as a good basis for detailed 

statistics and in-depth analysis, work had started 

much earlier on securities (issues and holdings) 

information and is much further advanced.
98

 

A.1.10 While most recent work has been on 

macrofinancial statistics and institutional sector 

accounts, efforts are being made wherever possible 

to bridge data provided for supervisory purposes 

(aggregated and consolidated (on and off) balance 

sheet and income data) with data provided for 

statistical purposes, specifically for deposit-taking 

corporations, insurance corporations and financial 

vehicle corporations They are not in fact easily 

reconcilable because of the differences in 

underlying concepts, coverage, etc. Another area of 

work deals with the development of asset price 

statistics by using market data, e.g. on interest 

rates, yields, and spreads. 

Securities databases 

A.1.11 The ECB already has a huge amount of 

information on individual securities. Its centralised 

securities database (CSDB) holds information for 

statistical purposes on almost seven million 

securities, including information on the sector and 

residence of the issuer, with up-to-date 

information on amounts in issue and prices, and on 

many other variables. For balance of payments and 

international investment position statistics, and 

also for investment fund and for FVC statistics, 

transactions and positions in securities are already 

reported security-by-security and processed using 

the database. Application of this approach to MFI 

balance sheet statistics is planned.  

A.1.12 Several euro area countries already 

compile data on securities holdings more widely, 

usually through data received from domestic 

custodians. A subgroup of the ECB’s Statistics 

Committee recently reported on a general (at least 

euro area-wide) collection of data on holdings of 

individual securities, which will, when 

implemented, permit the from-whom-to-whom 

information to be extended to all forms of 

securities. At the level of the euro area accounts, 

exposures of sectors and subsectors to other 
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 Not discussed here, because the link with national accounts is 
slight, is the work on credit risk transfers, looking through asset-
backed securities, etc. 

sectors could then be compiled. At the level of 

microdata, the database would reveal the exposure 

of sectors and subsectors to individual issuers. 

A.1.13 Information on securities had already 

become an international priority - collaboration 

between the BIS, ECB and IMF to produce a 

Handbook on Securities Statistics (covering both 

securities issues and holdings) being an important 

instance. These institutions, and some others, have 

formed a group to carry forward work on securities 

statistics. While the crisis has undoubtedly given a 

stimulus to these initiatives, they would probably 

have occurred anyway. This all concerns the need 

for fuller information on financial exposures and 

interrelationships highlighted in the Issing 

Committee and G-20 reports, at least so far as 

securities are concerned. 

A.1.14 Some other initiatives might be 

mentioned. In connection with securities statistics, 

the ECB is keen that a world-wide securities 

reference data utility should be established – 

essentially a facility to provide standardized data 

on securities, the data to be provided at the time of 

issue and updated periodically as necessary. This 

would fit with other proposals for (for example) a 

global database on securities. 

Credit registers 

A.1.15 While a comprehensive credit register is a 

long-term objective, work is under way to further 

collect and harmonize data across existing credit 

registers. Some national central banks in EU 

countries maintain official credit registers; there 

are also private registers to which banks and other 

lenders contribute data and which they may 

consult. There are three main uses for the 

information in credit registers: (i) to enable bank 

supervisors to accurately assess credit risk in 

supervised financial institutions, and also to judge 

whether particular borrowers or groups of 

borrowers are over-extended; (ii) to support 

financial transactions by assisting credit institutions 

and other lenders in the evaluation of the risk of 

lending to potential borrowers;
99

 and (iii) for 

economic analysis.  

A.1.16 Because of legal constraints, the different 

operational goals pursued, or competition among 
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 Private credit bureaus are increasingly extending their service 
to customers by modelling consumer behaviour and/or 

assessing default probability by types of loan or class of 
borrower. Central credit registers are also developing credit risk 
models for supervisory purposes. 



ADDENDUM: IMPACT OF THE FINANCIAL CRISIS    

 289 

 

private credit bureaus,
100

 there has been some 

specialization in the various existing credit 

registers, e.g. positive reporting (covering all new 

and outstanding loans) or negative reporting 

(confined to problem loans), or in lending coverage, 

e.g. loans to non-financial corporations or loans to 

households for consumption or house purchase 

(with or without a mortgage). At present the scope 

and coverage of central credit registers and private 

credit bureaus vary considerably across countries. 

However, there is an increasing perception that 

credit register data are gaining momentum. Their 

coverage and quality may increase and they could 

also be used for purposes such as macroprudential 

analysis and research and as input to monetary and 

financial statistics, balance of payments statistics 

and financial accounts. 

Bridging national accounts and supervisory data 

A.1.17 The focus here is on national accounts 

broadly defined – roughly, the data measured and 

recorded following the SNA, the ESA and related 

manuals. Since many of the gaps mentioned in the 

Issing Committee report and in the G-20 reports, 

however, relate to supervisory data and data 

meeting the needs of financial stability, it may be 

useful to explain briefly the difference. As well as 

accounting rules and a strict distinction between 

transactions and other flows (revaluations and 

other changes) relating to assets and liabilities, 

international statistical standards make clear 

distinctions between resident and non-resident and 

between institutional sectors. These standards are 

observed in integrated institutional sector accounts 

and in the banking and monetary statistics and 

other financial institutions and markets data 

compiled principally for monetary policy purposes. 

Thus, for example, national and euro area banking 

statistics, and the monetary aggregates derived 

from them, cover the balance sheets, transactions 

and other (non-transactional) flows of institutions 

classified as MFIs which are resident in the country 

concerned or the euro area regardless of where the 

head office is located, and they exclude the 

business of foreign branches of resident MFIs. 

Moreover, they exclude the business of subsidiaries 

of MFIs which are not themselves MFIs but (for 

example) leasing companies or consumer credit 

grantors – such entities are “other” (non-monetary) 

financial intermediaries, and the statistics do not 
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 A private credit bureau receives data from lenders, who can 

then receive information on consolidated data about credit 
applicants. Data received by the credit bureau are stored in a 
common database which all contributing lenders can access. 

merge transactions and other flows or combine 

institutional units of different sectors or residency.  

A.1.18 Statistical data used for supervisory and 

financial stability purposes focus on the business of 

the whole supervised institution. As explained in 

the main text in relation to the structure of 

financial groups, conglomerates and multinationals, 

the data are accordingly consolidated across 

national boundaries to include also the business of 

foreign banking branches, and they may be 

consolidated across sector boundaries to include 

the business of financial subsidiaries which are not 

themselves banks (or MFIs). The content of the 

information is also somewhat different. Although 

supervisors use the sectoral distinctions and the 

detailed financial instruments reported for 

statistical purposes, they are very much interested 

in measuring risks (such as counterparty credit or 

market risk). Many of the identified gaps, and the 

attempts by the ECB (and others) to fill them, relate 

to supervisory/financial stability-type data as 

identified in the G-20 report. All in all, data of the 

kind needed by the ESRB, preferably at quarterly 

frequency at least for large financial groups, may 

not relate very closely to the balance sheet data 

collected hitherto on MFIs and other types of 

financial corporations. 

Monetary and financial statistics 

A.1.19 New regulations on MFI balance sheets 

and MFI interest rates (the former adopted in late 

2008, the latter in early 2009, but fully 

implemented only from mid-2010) split for some 

purposes the household sector into households (as 

generally understood) and sole proprietors, which 

in most countries form an important part of the 

household sector, but whose behaviour may differ 

from that of households viewed as individuals or 

family units – an instance of meeting the need for 

data on groups within an institutional sector. By 

allowing a more detailed breakdown by size of new 

loans to non-financial corporations, the new 

regulation on MFI interest rates will also provide 

further insights into the financing of small and 

medium-sized enterprises. 

A.1.20 Another important feature of the new MFI 

balance sheet regulation is its requirement for 

information on securitization. As explained in the 

main text, in a true-sale securitization the original 

lender (usually, but not always, a bank) packages 

together some loans and sells them to another 

entity, often an FVC set up for the purpose. This 

type of transaction attracted the attention of ECB 

statisticians some years ago, because it risked 
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distorting the MFI lending statistics, a critical 

element in monetary policy analysis. Thus true 

securitization would make it appear that MFI 

lending was being repaid, whereas in fact there was 

no withdrawal of credit from the borrowing 

sectors, who might even be unaware of the 

operation since the bank would often continue to 

administer the loans. Accordingly the new MFI 

balance sheet regulation and a new 

complementary regulation addressed to FVCs, the 

usual counterparties of MFIs in securitizations, now 

provide full information about these operations 

and the subsequent history of securitized loans. 

This development coincides with a close interest in 

such operations from the perspective of financial 

stability. Given the role of MFIs as originators of 

loans, and also as loan servicers for many FVCs, an 

integrated reporting scheme for FVCs and MFIs is 

feasible and has the advantage of limiting the 

reporting burden. The new statistics also identify 

securitization of loans by MFIs which, following 

accounting standards, do not meet the conditions 

for removal from the MFI balance sheet 

(“derecognition”). Adequate treatment of synthetic 

securitization, where the credit risk in the loan is 

transferred but not the asset itself, remains 

however difficult. Moreover, while it closes an 

important gap in euro area statistics, reporting is 

mandatory only for FVCs resident in the euro area. 

Euro area MFIs report some information regarding 

transactions with non-euro area securitization 

vehicles, but fuller statistical information on 

securitization vehicles resident outside the euro 

area would be useful to complete the picture.
 
 

A.1.21 FVCs are only one of the categories of 

financial institution on which the ECB has recently 

improved, or is about to improve, its statistical 

coverage. At the start of monetary union, the 

priority was statistics on MFIs (including money 

market funds (MMFs)), the dominant financial 

intermediaries in the euro area, whose balance 

sheets provide almost all the information for the 

euro area monetary aggregates and counterparts. 

The ECB relied on a more informal approach for the 

collection of data on non-MMF investment funds, 

essentially relying on information collected by 

central banks under national arrangements. The 

first regulation addressed to investment funds was 

adopted in late 2007; the first data under the 

regulation became available in 2009. 

A.1.22 Another major group of financial 

corporations, insurance corporations and pension 

funds (ICPFs), were not until recently included in 

the population from which the ECB was 

empowered to collect statistics. In practice the ECB 

had obtained data on them from central banks on a 

best efforts basis. Because of the importance of 

these institutions, which is expected to grow as 

populations age, these data have recently been 

enhanced.  The present position is that national 

central banks report quarterly data on total ICPF 

assets and liabilities, if possible broken down into 

the two subsectors insurance corporations and 

pension funds (as provided for in the 2008 SNA). 

The data should be at market value (except for 

deposits and loans which are at nominal value) and 

on a non-consolidated basis. In addition to the 

quarterly stocks (quarterly transactions are being 

developed, but are currently available only for the 

main liability category, technical reserves), NCBs 

report annually available data or best estimates of 

the split of household life insurance technical 

provisions and pension entitlements into the 

categories defined contribution, defined benefit 

and hybrid schemes. There are still areas for 

improvement, for example  concerning transactions 

data and the longer-term maturity breakdowns, in 

particular for debt securities held.  

A.1.23 Again, the initiative coincided with 

heightened interest in the activities of these 

institutions following the financial crisis. As in other 

contexts discussed above, the ECB data are 

provided essentially for statistical purposes, in this 

case principally to improve the data on ICPFs in the 

institutional sector accounts, and are not on the 

consolidated basis with information about risk 

exposures, etc. used by supervisors - for this 

purpose the ESRB will also rely on data provided by 

the European Supervisory Authority responsible for 

ICPFs. Nevertheless, the ECB is cooperating with 

the European Insurance and Occupational Pensions 

Authority (EIOPA) in developing harmonized 

reporting templates for insurance corporations for 

supervisory purposes, which may also meet some 

statistical needs. 

Data on interest rates, yields and spreads 

A.1.24 ECB interest rates are the rates paid by the 

Eurosystem
101

 on the overnight deposit facility 

available to counterparties and the rates charged by 

the Eurosystem on its main refinancing operations 

and on its marginal lending facility. Other interest 

rates include a wide range of money market rates 

and yields on marketable securities. Money 

markets in the euro area are highly integrated, with 

largely standard financial instruments. They are 

important for monetary policy purposes, and also 
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 The ECB itself and the national central banks of the 17 
countries in the euro area. 
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because they carry information about sentiment 

and conditions generally in financial markets. The 

ECB collects rate information very frequently, 

mostly from wire services. Data on rates and yields 

on longer-term marketable securities are also 

readily available from market sources. In addition, 

the ECB publishes statistics for EU member states 

outside the euro area on interest rates for long-

term government bonds denominated in national 

currencies following an agreed framework, 

including the monitoring of the liquidity of the 

selected bonds. Where no harmonized long-term 

government bond yields are available, proxies 

derived from private sector bond yields or interest 

rate indicators are presented. The harmonized 

statistics are used for assessment of convergence 

(the readiness of an EU member state to adopt the 

euro), and so have an important administrative use.  

A.1.25 Three innovations in financial markets 

statistics might also be mentioned. The Short-Term 

European Paper (STEP) initiative promoted by the 

Financial Markets Association and the European 

Banking Federation aims to foster the integration of 

European markets for short-term paper through the 

convergence of market standards and practices. 

The ECB began in September 2006 to publish 

monthly statistics on outstanding issues of short-

term paper complying with the STEP standards, and 

in April 2007 daily data on yields, with breakdowns 

by initial maturity (up to a year) and sector of 

issuer. These daily data have contributed to the 

rapid growth of the STEP market, and the related 

paper has become eligible for use as collateral in 

the Eurosystem’s monetary policy operations. Since 

November 2009, the ECB has published daily 

statistics on aggregated amounts outstanding, and 

new issues broken down by sector, maturity, rating 

and currency on a weekly basis. Since October 

2010, weekly data on outstanding amounts of 

papers by individual issuers have also been 

published. The second innovation, in July 2007, was 

the publication of daily euro area yield curves, 

plotting current par yields, spot interest rates and 

forward interest rates against remaining time to 

maturity (from three months to 30 years) for 

comparable euro area central government 

securities denominated in euro. One set of curves 

relates to securities of all euro area central 

governments; the other set comprises only those of 

governments with the lowest credit risk (AAA 

rating). The statistics on yield curves are updated 

daily on the ECB’s website. The third development 

is a much improved database to store financial 

market information and enable it to be better used 

for monetary policy and financial stability analysis. 

Finally, considerable efforts have been put into 

improving information on prices and yields, either 

by filtering methods to check the quality of key 

financial data or by using data on options (for 

example, on three-month Euribor futures) to assess 

market expectations and attach probabilities to a 

range of outcomes. 
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Annex A.2 

The financial crisis and government finance statistics in the European Union 

 

An important function of the European Union’s 

Committee on Monetary, Financial and Balance of 

Payments Statistics (CMFB) almost since it was 

established in 1991 has been to advise on the 

statistical treatment of various operations affecting, 

or potentially affecting, government deficit and debt. 

This is an important matter in the European Union 

because of the role of the 3 per cent government 

deficit (net borrowing) and 60 per cent debt ratios in 

the convergence criteria for adoption of the euro 

and in the Stability and Growth Pact thereafter. The 

measures taken by many governments to help 

individual financial institutions, guarantee deposits, 

and otherwise support the financial system give rise 

to recording questions. The position, as set out in an 

article in the ECB’s July 2009 Monthly Bulletin (The 

impact of government support to the banking sector 

on euro area public finances) may be summarized as 

follows: 

1. Government guarantees represent contingent 

liabilities and are recorded off-balance sheet in the 

ESA 1995 framework, unless they are called or are 

very likely to be called. A call on a guarantee will 

usually result in a government capital transfer being 

recorded, which will contribute to the deficit. 

2.  Recapitalizations through purchases of new 

equity at market prices are recorded as financial 

transactions without an (immediate) impact on the 

government deficit. If the purchase price indisputably 

exceeds the market price, a capital transfer for the 

difference is recorded, contributing to the deficit. The 

purchase of unquoted shares in banks (for instance, 

preferred shares) is recorded as a financial 

transaction as long as the transaction is expected to 

yield a sufficient rate of return under EU state aid 

rules. 

3.  Loans are recorded as financial transactions 

as long as the financial institution has a contractual 

obligation to pay interest and to repay the loan. If 

there is documented evidence that the loans are very 

unlikely to be repaid (in full or in part), a capital 

transfer by the government is recorded. 

4.  Asset purchases involve the acquisition of 

impaired assets or loans, the market value of which 

is difficult to determine. Governments may decide to 

create a defeasance structure for purchasing the 

impaired assets or loans. If the government has paid 

more than the market price for the assets, a capital 

transfer is to be recorded for the difference, at the 

time of purchase. If no market or auction price can 

be established, the book value of the assets (based 

on suitable business accounting principles) close to 

the time of the transaction or an independent 

valuation (founded on a market-based technique) 

may be considered an adequate approximation to 

the market value. If the government sells the asset in 

the year following the transaction, and if the market 

can be considered to be operating under similar 

conditions to those prevailing at the time of the 

original purchase, a capital transfer may be imputed 

if the selling price is lower than the original purchase 

price of the asset. 

5.  Exchanges (swaps) of assets of equal value 

and standard securities lending arrangements 

without cash collateral are, in principle, off-balance 

sheet operations affecting neither government deficit 

nor debt. 

6.  If the government agrees to cancel the debt of 

a financial institution to which it has made a loan or 

if the government assumes the debt of a financial 

institution, a capital transfer is recorded, 

contributing to the deficit. 

7.  The fees, dividends or interest payments the 

government receives from the banks as a result of its 

interventions are recorded as revenues and improve 

government net lending/net borrowing. 

In some cases, governments have created new units 

to support the financial sector. It is important to 

determine the appropriate sector classification of 

these new units. If a new unit is classified within the 

government sector, its debt will add to government 

debt. When establishing the sector classification of a 

newly created entity, the first step is to assess 

whether it should be seen as a separate institutional 

unit. This requires that the unit has autonomy of 

decision in respect of its principal function according 

to the criteria set out in the ESA 1995. These criteria 

are, however, subject to interpretation and the CMFB 

has not expressed a preference for any specific 

interpretation. On the other hand, the CMFB has 

issued an opinion that a new financial body which is 

deemed to be a separate institutional unit and whose 

equity stakes are mainly owned by non-government 

units should nonetheless be classified within the 
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general government sector if the government 

predetermines its activities and assumes all or most 

of the risks associated with the body’s activities (e.g. 

by granting a guarantee for all or most of the entity’s 

financing) or if the unit mainly provides non-market 

goods or services for the benefit of the whole 

community. Publicly owned corporations do not 

belong to the government sector in the ESA 1995. 

However, if an existing public corporation undertakes 

a rescue operation, this operation may still be 

recorded in the government accounts. This is the 

case if the operation is considered to be carried out 

“on behalf of government”. The CMFB considers that 

such rearrangement of the recorded transactions can 

only be applied if there is clear evidence (such as a 

written instruction) that the government required 

the public corporation to carry out the rescue 

operation. Central bank liquidity operations to 

preserve financial stability are deemed to fall within 

the traditional remit of central banks and should, 

therefore, not affect the government deficit.


