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The Global Financial Stability Report (GFSR) assesses key risks facing the global financial system. In normal times, 
the report seeks to play a role in preventing crises by highlighting policies that may mitigate systemic risks, thereby 
contributing to global financial stability and the sustained economic growth of the IMF’s member countries. The global 
financial system is currently undergoing a number of challenging transitions on the path to greater stability. These 
transitions are far from complete, and stability conditions are far from normal. For advanced and emerging market 
economies alike, a successful shift from liquidity-driven to growth-driven markets requires a number of elements. 
The current report discusses these elements, including a normalization of U.S. monetary policy that avoids financial 
stability risks; financial rebalancing in emerging market economies amid tighter external financial conditions; further 
progress in the euro area’s transition from fragmentation to robust integration; and the successful implementation 
of Abenomics in Japan to deliver sustained growth and stable inflation. The report also examines how changes in 
the investor base and financial deepening affect the stability of portfolio flows and asset prices in emerging market 
economies. The findings suggest that changes in the composition of investors are likely to make portfolio flows to 
emerging market economies more sensitive to global financial conditions; however, strengthening local financial 
systems reduces the sensitivity of domestic financial asset prices to global financial shocks. Last, the report looks at 
the issue of institutions deemed too important to fail and provides new estimates of the implicit funding subsidy 
received by systemically important banks. The report finds that this subsidy is still sizable and calls for a strengthening 
of financial reforms. 

The analysis in this report has been coordinated by the Monetary and Capital Markets (MCM) Department 
under the general direction of José Viñals, Financial Counsellor and Director. The project has been directed by Jan 
Brockmeijer and Peter Dattels, both Deputy Directors, as well as by Gaston Gelos and Matthew Jones, both Division 
Chiefs. It has benefited from comments and suggestions from the senior staff in the MCM Department.

Individual contributors to the report are Isabella Araujo Ribeiro, Nicolás Arregui, Serkan Arslanalp, Sofiya Avramova, 
Luis Brandao-Marques, Eugenio Cerutti, Yingyuan Chen, Julian Chow, Fabio Cortes, Pragyan Deb, Reinout De Bock, 
Marc Dobler, Martin Edmonds, Johannes Ehrentraud, Jennifer Elliott, Michaela Erbenova, Luc Everaert, Xiangming 
Fang, Florian Gimbel, Brenda González-Hermosillo, Dale Gray, Pierpaolo Grippa, Sanjay Hazarika, Geoffrey Heenan, 
Hibiki Ichiue, Bradley Jones, David Jones, William Kerry, Oksana Khadarina, Yoon Sook Kim, Koralai Kirabaeva, 
Frederic Lambert, Paul Mills, Camelia Minoiu, Prachi Mishra, Kenji Moriyama, Papa N’Diaye, Oana Nedelescu, 
Lam Nguyen, Erlend Nier, S. Erik Oppers, Hiroko Oura, Evan Papageorgiou, Vladimir Pillonca, Jean Portier, Shaun 
Roache, Luigi Ruggerone, Narayan Suryakumar, Shamir Tanna, Kenichi Ueda, Constant Verkoren, Chris Walker, 
Christopher Wilson, Tao Wu, and Xiaoyong Wu. Magally Bernal, Carol Franco, Juan Rigat, and Adriana Rota were 
responsible for wordprocessing. Joe Procopio and Linda Griffin Kean from the Communications Department edited 
the manuscript and managed production of the publication with assistance from Lucy Scott Morales and Linda Long.

This particular edition of the GFSR draws in part on a series of discussions with banks, securities firms, asset 
management companies, hedge funds, standards setters, financial consultants, pension funds, central banks, national 
treasuries, and academic researchers. 

This GFSR reflects information available as of March 24, 2014. The report benefited from comments and 
suggestions from staff in other IMF departments, as well as from Executive Directors following their discussion of 
the Global Financial Stability Report on March 21, 2014. However, the analysis and policy considerations are those of 
the contributing staff and should not be attributed to the IMF, its Executive Directors, or their national authorities.
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