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It is a pleasure indeed to welcome you to the Bank of Greece for this conference, sponsored by the Bank and the Hellenic Observatory at LSE, on the financial crisis. Since the establishment of the Hellenic Observatory in 1996, the Bank of Greece has collaborated with the Observatory on a number of projects aimed at improving our understanding of important developments affecting both the Greek economy and, more broadly, the European economy. I am delighted that today’s conference carries forth that fine tradition.

Needless-to-say, this conference is taking place at a very challenging time for policy makers. Following, the outbreak of the U.S. subprime crisis in August of 2007, and especially since the default of Lehman Brothers, the large U.S. investment bank, in September 2008, the global economy has been engulfed by the sharpest and broadest financial and economic crisis since the Great Depression of the 1930s.

Why has this crisis been such a severe one? The main reason has to do with where the crisis originated. Because the U.S. banking system was at the epicenter of the crisis, the ramifications were quickly transmitted to all sectors in all countries of the global economy, and were magnified by a collapse in business and consumer confidence. Adding to the strains, the turbulence exposed long-simmering internal vulnerabilities within some emerging economies, focusing investors’ attention on currency mismatches on borrowers’ balance sheets and excessive credit growth in those economies. Moreover, the severity of the crisis has been exacerbated by a corrosive feedback loop between the financial and the real sectors of the economy. Specifically, a dysfunctioning of financial markets has reduced economic activity while the weakening of activity has, in turn, impacted on the capital position of the financial sector and, thus, its ability to provide credit to enterprises and households.

Although the crisis is still unfolding, the experience so far has raised a number of important issues with regard to the origins and prevention of crises, and their management. To help address these issues, we are fortunate to have assembled here today some outstanding figures from the central-banking, academic and commercial-banking communities. Our aim in bringing together representatives from these spheres was to hear differing perspectives on the crisis and to have an exchange of views among the participants.
The first session will deal with the costs and lessons of the crisis for Europe. The Chair is Kevin Featherstone. Kevin is Eleftherios Venizelos Professor of Contemporary Greek Studies and Director of the Hellenic Observatory of LSE’s European Institute. He was previously Professor of European Politics and Jean Monnet Chair in European Integration Studies at the University of Bradford. He has also taught at New York University and University of Minnesota.

To learn about his thoughts on the crisis, and for the introduction of the panelists to his session, I will turn the floor over to Kevin.

Kevin we look forward to hear what you have to say.
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