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Abstract

Basel Il and Il standards are a regulatory consequence following two major crises in systemic nature, the homegrown Asian crisis of 1997-98 and the global financial crisis of
2007-08. Basel 1, despite high expectations and claims by the Basel Committee, failed to prevent the following financial crises from occurring in the 1990s; Finnish and Swedish
banking crises (early 1990s), Indian economic crisis (1991), Mexican peso crisis (1994), Turkish economic crisis (1994), Asian crisis (1997-98), Russian financial crisis (1998),
Argentine economic crisis (1999-2002), and Brazil crisis (1999). The Asian financial crisis in systemic nature cost global investors a jaw dropping close to one trillion dollars.
Replacing Basel | with a Revised Framework did not stop the recurrence of financial crises in the new millennium which have been ever more costly, longer-lasting, and
unbearably damaging. Basel Il, just like Basel |, failed to avoid the following crises either originated in the U.S. or caused by contagion; the bust of the dot.com bubble (2001-02),
mortgage debacle (2006), global financial crisis (2008), and sovereign debt crisis in eurozone (2010-12). Just these four crises cost the world’s economies as much as thirty trillion
dollars. The probability of a high-magnitude financial crisis to occur is between 4% and 5%, which means that by 2030 Basel I/l may have a chance to prove its ability to
withstand shocks; in the event of a failure, the extent of financial loses may be the largest ever ($50 trillion?).
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1. Countries where the majority of financial intermediation is done by Islamic banks managed to escape the adverse impact of the GFC with a minor dent in their economies Posted: 2012
2. Asian crisis of 1997-98 (over $700 billion)
3. Latin American debt crisis in 1982 ($500 billion of debt); savings and loans crisis of 1980s

4.  Mexico tequila crisis in 1994 (the IMF bailout of $50 billion)
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