Financial Crises, 1929 to the Present, by Sara Hsu. Northampton, MA: Edward Elgar. 2013. ISBN 9780857933423, $105.00. 192 pages.
[bookmark: _GoBack]This book surveys some of the major financial crises of the past 90 years. It provides a summary of some of the mainstream literature at a level at this accessible to upper-division undergraduate economics students. By the end of the book, readers should understand that the combination of poor lending practices with lenient regulatory framework, and/or the combination of lack of monetary sovereignty with heavy foreign borrowing and pegged exchange rates, have been recipes for disaster.
The book starts by providing a brief definition of what a financial crisis is. This part would have gained to be more developed. Minsky’s framework is mentioned in passing but the book confuses financial fragility (hedge/speculative/Ponzi classification) with financial instability (debt deflation). Financial fragility can grow for quite a few years before a financial crisis occurs, and the crisis itself is of limited interest in Minsky’s framework. Also Minsky was not so much interested in discovering “bubbles,” but more in studying the interaction between debt and asset price. Not only are bubbles noticeably hard to detect—at least for most economists—, but also they do not lead to major instability when they burst if leverage is minimal. When debt-servicing relies on rising asset prices, and the rise of asset prices relies on the rise of leverage, the economic system is highly fragile and prone to a debt deflation. Forecasting how and when a crisis will occur is an uninteresting exercise because the point is to stop the unsustainable trend immediately even if the crisis is years away, in order to put economic growth on a more sustainable path.
Once the notion of financial crisis is defined, the book goes through a series of financial crises that occurred since 1929: the Great Depression, the end of Bretton Woods system, the 1980s debt crises of developing countries, the European Monetary System crisis, the 1990s Nordic, Japanese, Mexican, Asian, Russian, Brazilian, and Argentinian crises, and finally, the Great Recession of the late 2000s. For each crisis, the book provides a rapid overview of the causes, unraveling, and responses; mostly from the lenses of mainstream macroeconomics. The review focuses on presentation of the Nordic and the Great Recession. 
In the early 1990s Sweden, Finland and Norway experienced a banking crisis with more severe consequences for the economy in the case of Finland. For each country, the story starts in the 1980s with a period of liberalization of the financial industry. This was followed by a rapid growth of private borrowing—some of it in foreign currency—simultaneously with a rapid growth of real estate and stock markets. Then came the crisis as borrowers became unable to service their debts, which led to a burst of the real estate and stock bubbles. While this presentation is fine, it lacks details to get a solid understanding of what was going on at the time. A few paragraphs providing more details would have helped, especially so given that there are non-mainstream papers that studied the banking practices of the time within a Minskian framework. For example, Knutsen and Lie (2002) show how the Swedish banking culture changed away from a detailed analysis of creditworthiness toward the pursuit of business growth and market shares. Loan officers’ remuneration became based on loan volume instead of loan quality. Loan documentation that verifies ability to pay based on income was given low priority, borrowers were encouraged to borrow as much as possible, and rising asset prices and debt became intertwined. Financial fragility grew tremendously not because there was a bubble per se, but because the expectations engrained in the loans were that income would never be enough to service debts. Bankers and their customers came to expect that rising assets prices would allow either to push servicing further in the future via refinancing—and hopefully income would be high enough at that time—or to liquidate assets at a price high enough to make the loans profitable. This was the case even for borrowers with high credit score.
The events prior to the Great Recession followed a similar story as explained for example in Tymoigne and Wray (2014). The mortgage crisis was not a subprime crisis but rather a generalized mortgage crisis as prime borrowers with exotic mortgages defaulted as early and as heavily percentage-wise as subprime borrowers. As the crisis lengthened, prime borrowers with traditional mortgages also defaulted heavily. The financial industry itself became heavily indebted through the layering of debt via securitization and through derivative deals, ultimately all tied to the direction of home prices. 
The book concludes with a chapter on preventing crises and notes that there is little agreement on the solutions among economists. The book argues that this lack of consensus exists because crises are unique and unpredictable. This is only a superficial reason. To a large extent the crises presented in this book have the same trends behind them as noted at the beginning of this review, the problem is that economists do not have the same explanation of why these trends emerge and how they promote financial crises. Some believe that these trends occur because of bad luck in an otherwise self-stabilizing market systems, others believe that market mechanisms are the main source of these destabilizing trends. From these different understandings come different policy proposals to deal with financial crises.
There are three main issues with the book. First, the rich non-mainstream literature is absent. Second, the savings-and-loan crisis—a major disaster in the US—is inexplicably absent. It is an important event in terms of the transition to finance-led capitalism and in terms of showing how successfully regulators and supervisors dealt with the crisis after fighting a strong and nasty push back (Black 2005, 2009). Third, the book lacks a theoretical backbone and merely reports what mainstream authors have said on the topic. We never get to know what “excessive speculation” precisely means and it is never well illustrated, and a fiscal deficit is seen as “unsustainable” regardless of the monetary institutions in place. These are precisely the problems with the two books that the author cites as her “most influential” references: Kindlerberger’s Manias, Panics and Crashes and Reinhart and Rogoff’s This Time Is Different. Readers who want a more theoretically grounded and more non-mainstream review of financial crises should look at the excellent—but dated and US-focused—Financial Crises by Wolfson.
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