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Abstract

This article is aimed to explain why banking and exchange rate crises
happened in Sweden over the 1990s. What factors triggered to economic crises
in Sweden is studied. Sweden is perceived to have bad such a good institution
in terms of good goverenance in the world, especially under the so-called a
walfare state. Is the Swedish model part of the banking and exchange rate crises
seems questionable? In fact, economic crisis could take place any country in
the world regardless of being developed or underdeveloped countries. The main
question raises in this paper is that why the economic crisis did bhappen in
Sweden in the early of 1990s instead of happening in other countries. The paper
is also attempted to picture economic environment surrounding Sweden before
the economic crisis took place. Morever, the commercial banking crisis is inves-
tigated and explained in detail. Exchange rate crisis is also analyzed. The last
section is aimed to indicate the costs of economic crisis toward Swedish econonyy
and economic policy reform is deployed to rescue the crises. The lesson of
Swedish crises is vital to be learned. Nevertheless, this lesson has never been
learned by less developing countries loke Mexico and Thailand. What we have
seen is that the Mexican and Thai crises could have been avoid, if the Swedish

lesson had been adequate learned.

Keywords: Swedish crisis, Bangkok crisis, exchange rate crisis, twin crises
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Source : Sveriges Riksbank.

Note : The graph shows r’ (1-T) - T,,.., where 7, is the 5-year interest rate at , T, is 0.5 until 1
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0.3 thereafter, and T s the average yearly rate of inflation between ¢ and t + 5.
3UM 1 Ex-post 5-year Real After-tax Interest Rate
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Franwizaanantl suratanamudiu iauluageiudelulgununslunisvene

NuNUATUIZUUNNTIANIUH " wog1enIzioioTu (Active Liability Management) avigu

ntuNTSuluAgUsT AR AL ENNS

R399 1 Sweden: Chronology of Selected Liberalization Measure

1978
1980

1982

1983

1985

1986

1986-88

1988-89

1989

1988-91

1990

Ceiling on bank deposit interest rates abolished'

Ceilings on issuing rates for private sector bonds lifted.

Controls on lending rates for insurance companies removed.

Tax on bank issues of certificates of deposits removed.

Foreigners allowed to hold Swedish shares.

Ceilings on new bond issues from private companies removed.

Requirement on banks to hold government and housing bonds to meet liquidity
quotas abolished. (Use of liquidity rations to guide bank lending was discontinued
and replaced by recommended growth rates for lending.)

Ceilings on bank loan rates lifted.

Lending ceilings for banks abolished.

Placement rations for banks and insurance companies abolished.

Foreign banks allowed to establish subsidiaries in Sweden.

Relaxation on foreign exchange controls on stock transactions.

Swedes allowed to buy foreign shares.

Foreigners allowed to buy interest-bearing assets denominated in Swedish kronor.
Remaining foreign exchange controls removed.

Cash reserve requirements introduced for finance companies in 1988 and
abolished in 1991.

Foreign banks allowed to operate in Sweden through branch offices and entitled

to participate in the Riksbank’s clearing system on the same terms as Swedish

banks.

! However, inter-bank agreements linking deposit rates to the discount rate continued for some

years.

#in1 : Drees and Pazarbaqioglu (1998).
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2) ﬂﬂ%’ﬁi’]ﬁﬂﬂ’ﬁﬁﬁm‘ﬁ\‘lﬂ%ﬂ’]m (Quantities Lending Restrictions)

fremanavasulounesgua Swniidmusdnsnendelioglusziui gu sAfs
sonsfinansuiAsuenIFoudefinnumiaa fewntl Yguia Fiaudefinnzdnin
NIRINGIUTHIOL H9N1TATUANUSHNIINY A "1399 WaZdRI1 U nwAded (Liquidity
Rations) ¥045u1AIWGNd fog Ao nisthduldsuimswdiudiesiieonusiingiguia
Tunane o n3dl Fgunalddrdmmamuesnisdinlaonss (ganseil 1 Bendniu Fguia
Fuandolinisdriantsudesivessuiasnidivd Tnefmundeulalaivoduudm
SUIANTUB u,azn'ﬁmUQmGuumszz?’u weiifiieflisuImIndivd wnsavdesild
awlavou wilu Sy @onliinnasnismedensnnnimienss Tnslanizsuinnsui
92180nl498 Moral suasion wazfivuamauduilaease Tunsudosfuessuiaslifun
p¥uFeu eiliiieAruanUsiawesnsinluszouasugio  nsatuani ldnadud

Uszdng inszsumanswidudiiudnedesuinisnatdlunisudesi

“ofin wla fde ecladu wweiilidianszu Ausalunain“wdsluimesse
1980 #fefitsnfinldannisaiuanduianawes “wdouaz Sunuusssuin1sAUszImA
Wl wdegniiu u mssfiawiiesnts“wdennniSinawie amwiesnsashn
fi_swniliindu Wen1smuaniiudnsnenidelifinsuduli siu edrefind1iniudn

a a0 v

sruunBues Sailurnesiu fdnvaziiegasgedesiof itz wsahwwindnlddne
9n319l91nn13"en8 (Taxable Income) tufife virlisiunuuasnisiBnannianiu
Funn 1 fewntloliu “0WnIWg (Free Lunch) uazieulsunewinil Salsiinuszvanals
i asihliadusen Tnufinluimilaoialudnsian uningisian_siudes o wuiien

o

ffumanandnnIngifisnan_slusnnuaiuiy uafidefinam dtieeniinaine “Im3aming

Tu Aau
3) ﬂ"l’a'ﬁ'\‘lﬁil‘lgu 1999 (Capital Requirements)

Tu Fiaulugnomanssy 1980 T Fgunaflidneialunisdeduieyu 1oaus
agla  Iagialufnisdmualddeuduswazldinsonsanintdn  Tasanizlu Fiaudu
mseiulFnaensudesieustniguialifinnsents_siulud 1980 waznisdrianis
aanﬁuﬁﬁmﬂmﬂﬁqﬁaﬂuﬂ 1983 AHLIINGIAYDINITUIAULTUYU "I AINLEHIF 9T
TumeusiunTTY 1990 Wefinssduldnniguves BIS Mduninsgiuues Basle

(4) nMsiNuAAIANUKAZAAIADATIMANIUAIUIZRISUTZINA

"”Jmuﬁm‘sﬁ'lﬁumaﬂmnuLLazﬁm51LLaﬂLﬂﬁamzmwﬂ‘izmmﬂwLﬁuaamiuﬂiaa
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nAd3Ie 1980 giffulionavinaiBnensddszmaegian 5 mwarzsguna Funldaiuan
drsmandsuseninaszineg iefilinanaduseninauszmadaninansenuson sy
adun1siumelulszmea Tunsdlvessunmswdivdsineuszma Y5u1a 3Lmuiaiai§cyﬂm

TifnsdanasunAswdisidu 1ty Sl 1984 (ganseft 1

(5) HANTZNUVDINIATUARNAADLIATY $1952VUNTITEUYDIUIZ WA

szuu ofun1siuly S Tnenaly unum dyanegiusuinswadisdiiu

P

wan  unia ounasud lvsuiasnadivdiunumbinantn TuwdvesnanniSuuay

e o o

AaIANE  sUIAIIWIREINRT U IUTDY LLazﬂminizqnﬁl"sLamﬂuﬁmmsmcﬁﬂjﬁﬁﬁ
mumeyjtﬁmlzJﬁMawhﬁ?u F9 wnsalivsnisdunainuatgnonnalanAITse 1980
Tave $19999520UN 1T HERANTWAsULUadeg19%1 ¢ LWifwm'mjmTuTwyjﬁmmi
wadlsdRvosnnuIeunvazldiintumas  vinldsuiarsnadiasdumaniificalsdeudnenan

g dunautduni

Tuwngdisuiansnadiudlu Fuaudidls suazusiaainnisudsduainaiausn
otunsdud ldlssuansnndiudiléisuendl ¢ agen 9nn3filignaruasmiaiii
nFguivszniila Tnsaniznisvenefvesuidnduu (Finance Companies) fiiin
Fruudiuegnn wszFgurafildiduninuss éhmw;ﬁ Tugaet) 1981 fle 1985 V5EM
L?‘lunuﬁﬂm‘nﬁﬂu Fiu wrTafineIanan 6% Wu 9% wazihunnsidgennniin
fithduldiusuaandivg  sedaduntmdalent hfinsnenil 1s1nzvesiguiatu
N1IYARYUIN ofunsduiialisuias  uusesustingSguialu Bank portfolio

9
9
]

HNTUDENTIAS IUUAeNAIIE 1970 Audvsziu 1/4 Tud 1985 Tuvnedi untsved

a

Wufdrnuossuinisanasan 2/3 wleiiies deondd 1/2 Tull 1985

naalag U Tasngunasiiinerewindu andunsdull suamsndadly S
Fefiinsrzieegreiannnisusiiuaindedszimea  vilisuiansfinawlndgadugnan
2g1MUULYY THdAH "W i Teefisuinns 1vene o AAatuNNNIgufinT
Udoe “widiofifildrfuiionna“soninfinas Seinlisuianswidivdfidlslusziu_segiiu
AWMLY

3. nfszmumiﬂaﬂﬂdaamimuQumﬂm's@ﬂu AR (The Deregulation

Process)

Tand# wvesdnginisally Siaudundle fRe a3wwdelufinnsvanvdsslina
n13duRAwE szwazt uw dly Sng@nisalludatel 1992 nasezdinleieetidses

218 1SWRIUUSINSAT RS UR 46 aQUUR 2-4/2549



uysnd AsUs:3e)

AnvnisafivnisveenienisiuniTasuuladlase $19n1ann5Suegvazidon  lag
WWIZNTANNTIYASDUAY

3.1 9AFDUVBINTTANY A 1TUNITEU

pg s ATYgA1 asnd1alSegregniein  naslaviusazifudinld awnsn
weNAnY1A9INTTUL 01TuN13ER Tageniznisuen ueenannavesnan el

vl ]

g1 ausamlunaiadeinnerowlunimanideengninisn o Asguiadmuald Gefiaaw
Windmeg B lunaissy 1970 egwiinsuiulaemil  Feuluvasihuaduiutyn
Wil v uazdufounByifiunisruandasnonidon1sliiin wafide  ardun1adu
' P = a ' o X ' o ¥ o o of
Tvaiey MBumara™im (Grey market) BnAng o Wanwndu sewiriudesiiiugliilnonse
TagA8n1svauidgeandoamisuni fe su1ANTWEHBIN L TuUTINEUNY  (Finance
Companies) # o Fufily ausudnSulagnsasusuiATndive RISV RR
anAuANLazinfuTipendsuAm TR EisddusuNn fivTeaTuFounluein Hauunuuiy

TUSHIAITWIEIBIFANINAUN Si”m%m'isuaﬁu‘%ﬁmLﬁuuumnﬁﬁsﬁu

3.2 aasnslunisufzy

Tunsidives Sauwiu deull 1980 matAn1siugnAIUANLAZiAUDEILENIIA
faniiiu aumzmmmaa%’gmaﬁnﬁmmr@;amnﬁﬁsﬁu Tuunuzideaiu wil 1o13usiifins
yenegnTiivlnediesias  “siibunisiadeusgasiuin fde nnstedulisuinng
mzﬁﬂjéﬂv’wmUﬁaﬁ%aﬁuﬁﬁ’m%’gmaLLazﬁuﬁﬁmmaaﬁm lageinu Liquidity ratios 10w
\30efio "ty FeTBnsHsefinavinliisnTaenielumaaluszezeeglusziusn wafife
untvweswiaslunisudesiiBuuigifiouazaiuSouanas laefl ardun1idud laly
suaandivd isunavslomiannulouistiognadudnduu surmrsnadsdisuausnn
fifioanisiondisendednneuisndunuuenues (g Bilier, 1991) Fevirldunuimues
sueswdsdanas vinliAanaianaidu iy Seu feulsutenisiduuessuiang
nmaﬁﬁmalaimnﬁnﬁiau%ﬁwLﬁunuLwdﬂﬁ Wefa1saunin ulsunenisiSuiinalainingin
Rona1AN13iu~ 1 Fgunadesnufzulaenisvanddosnisiiue 3 (Financial
liberalization) Tuvanemeissy 1970 uazseilosfionAissy 1980 nizmum‘mﬁgﬂﬁ
AHNTONINTUIINNITADY 8ﬂL§ﬂﬂ’l‘iﬂ’)UQNLWﬂ’]Hﬂ9ﬂL‘ﬁﬂ (gA1319fl D aunszig
ﬂ’]‘iﬂ’)UQNﬂ’]‘i%ﬂﬂnﬁLGuM‘i’Wi’l\‘]U‘izmﬂﬂﬂ’]‘iﬂﬂLﬁﬂ‘l‘lﬂu‘ﬁ.q[ﬂ Sondniulu 1986 33U"4
Fildioyaalisuimssneunadialusssuans 1wild aunszie® 1990 su1A1s 11
PouANAN LUyl TLAaNT Suswiasstssiuiousniy Suelfidasuiuns
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D 1992 aglsfimm mudswossuasstenily Snudveglusziumanuszann 2%
VOIHAAT UNIWININHAVDISUIANTWIUT

W 1Ufulugaemesse 1980 # wrsaiarsanliiiu 2 4w fe gaefinile
nsUanUdaeen1en1318u (Deregulation) T 1983-1985 wazafl o9 AARRN1TVENY
g 1NN luTl 1986-1990

(n) AivN1IvanlagN1uN1ITLNEY 1983-1985

Fldidinauanuaziniy aunsiusgadineiadusnds sasmlanaseil 2
Wusiurn TidrezBusuansndiad vismusziute waz afunsdudu o Suegnels
n1sAuANag1adinIalaeYguIanats damasosiiodn o Lidreziduwaiunisiis
(Lending Ceiling) #7131 1 NA&DY (Placement requirement) %39 liquidity ratios
Atradruls mﬁumiﬁuﬁv’wa'mrﬁaﬁaauuiuﬁuﬁﬁMiﬁaanTﬂﬂ%ngWavﬁa atufliieaiy
0 “wmBaning  eulouesy 7 Anvsfisiesnislinafioiifegendonnau  n1su1ana
STz NAaY IRauiunsasyuagssnnanelufiegende einlisuians
wiivdiiavanediosiio unindnnndn 50% vedswusTnsigua Tofudueudn Wusiing
waniifszeznanldooufiorunuuasidnsmenidensiife 5 9 Fadudasnonidefisiingi
Sovmenibelunann “siiauszvanala fide A¥Seu Fwmuinisnenti-wwinnivane
UizLMﬁTunéuU‘immqm Wn33N (Jappelli and Pagano, 1989) Tuf) 1980 A¥5ou Fiau
fntiuszannr 67% veeeldfilddnease nandndenils fide a¥uFou Fianlsisos
wdnfvdiodinluFomi=u  Meilmszsguianaradufuuniunisznisganyutinuuas
duinlunsFousziusminerds  Soiliaiadeuves ieui-nslunsfdnduiieds
twvForeutimlasfildfinisusziiuduiostaduszuy Sondniu suiarswdisdion
winfilduuneniih (Broker) iienanngeng o sewinedfiifudlig Sewgiinssnmantionn

] o
a do

Tunsmiuan wa avine “efifiniiu fide nisudesilitetiulaenseuiiiouasfureda
nanedusosiiuni

ANaTe fde Tu Fnutiuaindndesnisuanudeslinnsidufidnvaz, 31
fanrouniitiuunds Tnoewnzlumfiinesugean a5 wisuiamsnaisuastinnisiieendu
Fuduogroudvingn ifansswdula 9 lunrsudlalinaanisduiidnua § aunseiolu
U 1983 Fuin1ventaniuAvsnI1 U nmeaay (liquidity ratios) U9ISUIANTWHYE
Twnfimausasmenidefinsontil_siulugglulinGuesd 1985 wazimaudug wiy
5UIANT AT Placement requirement “wifuussmussiudeldonidnlulufoungainieu

1985 MPwinil Jn133m3nziian '1mﬁmé’nm%mmnmmmmiﬁuﬁmiﬁmuﬂﬂaﬂw
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weuszlomiliussmduuiivedant Tunisingsissnnitsuiansmidivg ednelsfianm
wien1TUanvdansn 1 aiuL 58 suirsnadindisdanan asunuamegiananlunaia
N3Gy Seroumtihiignaseuinlaeusimuuilienawisiuiusuasmdudflaens
wazlieafudindu anszu s1efundesaniustnslimiousuinns UIHNUNUY
Wamaneii 959 o Ltﬁaﬁaalﬁ%fum‘iqﬂmguim)mamnﬁmm‘m’nﬁﬂjé Ingfin1soenien 13
m‘iamumaﬁu%ﬂ’w (Marknadsbevis %39 Company Investment Certificates)

N1399NLDN ﬂimiamumaoﬁmmiwq:ﬁméﬁ fife N1ISUUTZYDIsUIANTWITIUS RS

=1

vTmldunuiiues demnil suiaswdivddedesindinyiuan genndeliuduniam

U

o aw =

Walvifiunmdmaau  n1svaavass atun1nSuldianwoizt Suandedu “v M@y A

o

NIRBY WavRBigLIATYgNafiNAen1TIWAsULUaINAN [l

4. N15eDY UavsNITUanUaagNITNUL 5

TidnazBumibeiasugiala o finw “wilsiiuiuou fife mihorsygiadnaoy uoy
falasy $rvvavszuuusegelemduagy wo swrArIwdiudi lifidooniiu n1swasuudas
Tase Funmuan ortunasduiiiiowunts Shock siessuuiAygisuas $ulan

NIDA Development Journal Vol.46 No.2-4/2006

Q3



JnndMsnistnmnsiacnsianiasdiu 3iau U 1991 nia: 1992

Q4

' a

Tnai o wiifduuazglidiunismou wedo nwwandonlva o Ussiiu

°

Wy e nie
WTwgharg o finnTrey wewsen1TIUAsuLUavilognals

=N

4.1 NIABY WDVHTILIU

o nnnﬁcﬁﬁmamm%nﬁmgnmuquLtazﬁﬁﬁw‘t‘]unmﬁumamu n13danUdane
153U FFawmiiowdun1susulase $199d19370157  Tagan1zn139ANI5LIATARYDY
maenuu g sdfifideasinuesnaensugnnIsiued e nsugiefifinsueeiing
FI57 Fofi ﬂminﬁm‘smﬂmngﬂﬁ 4 9n31 WVBNiNsUIATIgUNU Nominal GDP
Wndueg1ann Blwdiuinia nanasaiiasuansrsuegiianlunisusui lefinas
YanUdoslifinmdu 5 Tu Swudnniadisdidinen 41% Ju 58% fousd 1984 et
1990 n1sweneiveuAsantiiatulunsusInAvogonIY

n) NMARTIFIU

0%

narF3euiinismoy uoeduisientsUanUdoansdul 3 tude  finsfin
MNBUIMIINRVTDI NN HafAD N1TDONARANDEINTIALS) (@gﬂﬁ 7) n30eN NBUDY
afFou Anduafifudvossolifiuriasoanasann 5.0% 0w -3.4% Tugael 1980 &
1987 nanadntlenils fide ATSeuldisnesusmaunnluluniste “udamunnITuas

[y

Y
o “wsamsndidundn Adwauil ez uillesanuavesulevisamniaidadouusegela
il

o P

1Aty Ao N1INRORTINGE AN g (high marginal tax rates) wazn1INATIEOU

o

WWIT0RNanrgouN1E LEins uInvesnantiofidnalun1sio “udr1mnanun1lsuay
“IMSaNSNg wafide snvmenidafiuiasendvaininniBudafifsinan s s

on O

Anay MOwauilgiufnazlase Svn8iianmBeo mIny wnsarisavinldainnns

e

atfu waznafjuian1suslaa (Consumer loans) Bn unilofunaniainniziduie

R.

P=

ol unszunsldineveseiaudeu wonwiloanidu nsfiunndisian efidainli
HAAUDINTANYTZY (Collateral values) §ifn_aiuaseludne wafifl uwnnainnisd
wswghafiamTounsaiuaNiuete  vildsan unindisaieivaseauiadu
anwuzWey U

Twunizideniu a¥ugousianianidliin nsi-unindiisnan_sfuezifulusgng
siotilosnmuunliin fownd shasusnunniduiiiazuunfonsenid ol o 8w
poniiefiaglusziiv_o deowmanaiiin woseuamdu amssamidnuder e aunisal
wuil fuagiiudmaunnnlitasaiaitezifaiomluewan wsziainewanueaasugio
fi¥ounssiiazsvagludnum

218 1SWRIUUSINSAT RS UR 46 aQUUR 2-4/2549



uysnd AsUs:3e)

) NIAGIND

iafinsuamapsnianisidul 5 nagsianfvi “wisiusdesims Tnaevhlutiy
ganadinaziiduen andunsSudundn Tnewnnzluwivi“usoyuiu (Duilade 1y
vosnagsia Wl 1980 Snswil “udeyuly Seuegiisziv 5, Werfisuiu win
onandnsfiegluszdu tioendn Vs waz V4 Tunsdl wigowdniuds dalddn Sumsivi=u
sonufl_sninudensantdoondue 3 twsiznsaemu usnuevn1AgIng nazgniflu
mMafiagende uazniae “wmn3aning sawiunauinisiu iy

Hadetaationisneu uawaamﬂqiﬁmﬁmﬁm%ﬂ 9 Lﬁamiﬁ’]ﬁmtazmuqué’mm
wanwasuldfinisenidnly  wazfiunisalont nevwaudies Fiaulunisfiiuein
suwasndivd Tuzuitdn SesmenidefignizeniiutiueglusssusniieAnTuzuiduns
sauszmafae  Wlwieifiasevdtegluunzdudueiud  aeagsialu Fuudalidaalu
nsfuanssUszmmdusaunn Tasenizly Jaui bifissuunsussiududinegna
Fovan usfuidnlamlaemaludn suiansni Sewezlivenlifisuinisiosdnazans

A) BN
v Y

agufindamudy  aun1siufinnsusulase SuaanisilanaiansSulig
dnwouzt 389du unumuesdlifdavie arfunisiiuideniudouutandusssnan
Tnanziilanienisldensziuinaunenideliidnuas Sudinuszdli_slu  iielali
panafinsutsiusndy Serountiniu nsudssiusssunmsingiaam “NuSALuLiEY

o ¥ o [ 1

fuguaffiiu  maziidediaiesntsudosiiuiueg win1s@an1Su Sibinldsuians

U U U

o

AHFTUAIUAIIN “HIRUSIINAIIHN “HWUS U N1 TuAI N “NRNUSAD e una1ANINn

¥y v 14

Bolu  mswdsuudasiivirfusauinaaw “wiusAunuwinszniedFdiuduediiuas

wazsninszfiunsdden] Tnglininnisuszfiuana“oefifanniiu n13neu wovvey
glHINSui wsafiasannsasuudasli 6 Snvoaw néde

(1) m'mw’%tytﬁﬂmmm‘mdaﬂﬁ

Tu Fiawifu Balance sheet vpssuiAsiidnitfinisasaivlnvesnisudssd
indunnn sainluae® 1985 &9T 1990 dasnsiivlaid_o Taeiedeninis
15% nanludnuinile Msvdsefvessunasidasinisindu_sninsivlaves Balance
sheet ¥a95uIATL oBn Tuwidiofienss Beiilifiuedionszdnednin nsAvlavesnis
Udoefjiinanaziudniies 45% Tl 1985 Wntwdn  57% uaz 60% Tl 1990 uwaz
U 1992

NIDA Development Journal Vol.46 No.2-4/2006

Q5



JnndMsnistnmnsiacnsianiasdiu 3iau U 1991 nia: 1992

Q0
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