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Round 1. The Impact on Potential Output
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Table 1. Estimated output losses following banking crises from previous studies

Episode coverage Sample Metho dology Impact of Crisis
Banking crises in 1960-2007 Autoregressive panel grow th  Pernanent losses to potential
OECD countries equations on potential output output of 132 to 2% per cent on

average, and 4% for severe crises

Banking and currency 1960-2001 Autoregressive panel grow th  Persistent output loss of 12% on

crises in 192 equations on output average
countries
Currency and debt 1973-2003 Grow th regressions Permanent output loss of 132 per
crises in 45 countries augmented by financial crisis  cent on average

dunmy
Banling crises in 1970-2007 Autoregressive panel grow th  Permanent output loss of almost
BJ and OBECD equations on potential output 2% on average

w ith banking crisis dunrmy

Banking crises in 68 1970-2002 Comparison of medunm-term Average output losses of 10%
countries output 7 years after crisis relative to trend
wi ith pre-crisis trend

Sowce: OECD.
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Figure 3. Projected increase in the long-term and structural unemployment rate
Percentage point increase, 2007Q4 to peak

6
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.l HHH HEEH HAREAERE el B Em -

ESP IRL TUR ITA CZE GBR PRT NLD ISL GRC FIN BEL HUN LUX FRA AUT CHE MZL DEU AUS USA CAN IPN NORSWE DNKMEX KOR

MNote:  Structural unemployment is expected to fall in Slovakia and Poland as a result of past structural reforms. The peak is 201204
in all countries.

Source: OECD Medium-Term Baseline Database 86, OECD calculations.
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Table 2. Summary of the country’s vulnerability to an increase in structural unemployment
Relatrve magnitude of the unemplovment shock
Small Average Large
- 'E“ Low Korea Canada Denmark
E ﬁ Mexico Iceland
g —CQ New Zealand
E E Sweden
e United States
é :::;_, Average Austraha Fmland United Kingdom
E_: ;a“:ﬂ Austria France
: 2 Germany Hungary
b= E Japan Luxembourg
E E Norway
§j LE_‘ High Belgmm Greece Czech Republic
_g. % Switzerland Italy Ireland
- Netherlands Turkey
Portugal Spain
EE R AF ANRAAMY FA8E BAY & HGoAM oY
ase] F3 £52 AT BHOR 4§
o tiAlE A3 A7 A olF 5do] AHsds W, 7EH
AHES HUE 7=
o et =EAFE fAdo]l B Frhe AS, A7) WA o F



WA 57

[€)

=

A
20133 7+A] 0.75% =4 Ao =2 A=W, 201737+X=0.5%

A}
=

=

T—

|

7he = 2H|]l
7t ut

]

)
JO

RO =Z

X

O

-

!

o] FAlol= 713kl

s

e =517

Z) %

A7

]

=)

3
al
4

ks
%

A7 242 A

X

—_—

7]

ﬁO
ol

(EPL)

O

A

Tt

jo] % ol

I
H W
® o 0
T R o
or W o



Ko}
%
ke B wEAIE

- B71-A ol

FehZo] 05% = =

S

1}
.

3 =717 239

el
= Aoz e

AESE B
5

7hgol 27 et

Z

g

AFelrk s

X

2]
Al

=
T

k=3
fojel] ¢

|
=

ofy
T
wA
1_,No
~
Ho
H
o)
.&O
T
o
= P
;oT W
=
~ O
T
==
o
=
=N
S
o
o 4
W B

T7HH e, dnpa)ds

S

2L Lo

E“‘é o] =
1=

TO=Z 1.5%°

3

] 2, OECD %

A&

=
T

bl

Els

AL 2 YEton, m= of 1%<

Six

o ZI7PHEZE Fpol7t AT



Figure 5. The projected effect of the crisis on trend labour force participation

Difference relative to pre-crisis trend in 2017 (percentage points)

* Denotes a simple average of OECD countries.

Source: OECD calculations.
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Figure €. Total estimated peak effect of the crisis on OECD potential output by country

Per cent
¥ Q( > a9 + o &
SESSS 0"6“9 QQ’. y FLITLIL TR & FSEHE NS
0.0
1.0
20 I I I I I :
3.0 [ - I I ! I I | L
U1
H Simple
4.0 = U I I i ] OECD
Tt "' i U average
50 - [
B.0
7.0 OHigher structural unemployment
4.0 D Lowerparticipation
8.0 - x i
B Highercapital costs &
-10.0 -
Note:  Estimates are derived as the sum of estimated effects of higher capital costs, increased structural unemployment rate and a

lower participation rate, Changes in structural unemployment in Poland and Slovakia that are unrelated to the downturn have
been omitted from these results. The unemployment effects were incorporated in the December 2008 Economic Qutiook, the
effects from pariicipation are new estimates described in detail in ECO/CPEMWP1(2010)2.
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