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Abstract

A widespread opinion before the credit crisis of 2007/8 was that
securitisation enhances financial stability by dispersing credit risk. After
the credit crisis, securitisation was blamed for allowing the ‘hot potato’ of
bad loans to be passed to unsuspecting investors. Both views miss the
endogeneity of credit supply. Securitisation enables credit expansion
through higher leverage of the financial system as a whole. Securitisation
by itself may not enhance financial stability if the imperative to expand
assets drives down lending standards. The ‘hot potato’ of bad loans sits in
the financial system on the balance sheets of large banks rather than
being sold on to final investors, since the aim of financial intermediaries
is to expand lending in order to utilise slack in balance sheet capacity.

© The Author(s). Journal compilation © Royal Economic Society 2009

Issue Section: CONFERENCE PAPERS

You do not currently have access to this article.

Sign in O Get help with access
Royal Economic Society members ROYAL

ECONOMIC
e
Personal account Institutional access

- Signinthrough your



https://portal.res.org.uk/account/login?ReturnUrl=%node:current_encoded_url
https://doi.org/10.1111/j.1468-0297.2008.02239.x
javascript:;
https://portal.res.org.uk/account/login?ReturnUrl=%node:current_encoded_url
javascript:;
javascript:;
https://academic.oup.com/ej/search-results?f_TocHeadingTitleList=CONFERENCE+PAPERS

Sign in with email/username &
password

Get email alerts

Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Purchase

Subscription prices and ordering for this journal

Sign in through your institution
Sign in with a library card

Sign in with username/password

Recommend to your librarian

Institutional account
management

Sign in as administrator

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Securitisation and Financial Stability - 24 Hours access

EUR €53.00 GBP £44.00 USD $58.00

Rental

Read this now at

@ deepdyve *

This article is also available for rental through DeepDyve.


https://www.deepdyve.com/lp/ou-press/securitisation-and-financial-stability-eS0clAf7nC?key=OUP
https://academic.oup.com/my-account/register?siteId=6182&returnUrl=http%3a%2f%2facademic.oup.com%2fej%2farticle-abstract%2f119%2f536%2f309%2f5089675%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=ej
javascript:
https://academic.oup.com/ej/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=6182&returnUrl=https://academic.oup.com%2fej%2farticle-abstract%2f119%2f536%2f309%2f5089675%3fredirectedFrom%3dfulltext

