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Goldman Sachs Financial Conditions Index: A Window into Market Health

goldman sachs financial conditions index is a vital tool that investors, economists, and
policymakers closely watch to gauge the overall health and liquidity of financial markets. It serves as
a comprehensive snapshot, reflecting how easy or tight financial conditions are across the economy,
influencing everything from borrowing costs to investment decisions. Understanding this index can
provide valuable insights into market sentiment and potential economic trends, making it an
indispensable resource in today's fast-moving financial landscape.

What Is the Goldman Sachs Financial Conditions Index?

The Goldman Sachs Financial Conditions Index (GSFCI) is a composite indicator designed to
summarize the broad state of financial markets. By aggregating key variables such as interest rates,
credit spreads, equity prices, and exchange rates, the index quantifies how conducive current
financial conditions are for economic growth.

Unlike single-factor indicators that might focus solely on interest rates or stock prices, the GSFCI
provides a holistic picture, capturing shifts in credit availability, investor risk appetite, and market
liquidity all at once. This makes it an especially useful barometer during periods of economic
uncertainty or volatility.

Components of the Index

The GSFCI typically incorporates several critical variables, including:

Interest rates: Short-term and long-term Treasury yields, reflecting borrowing costs.

Credit spreads: The difference in yields between corporate bonds and government bonds,
indicating credit risk.

Equity market valuations: Stock price movements signaling investor confidence or fear.

Exchange rates: Currency strength impacting trade and capital flows.

By blending these elements, the index offers a nuanced view that extends beyond headline economic
data.



Why Is the Goldman Sachs Financial Conditions Index
Important?

Financial conditions have a direct impact on economic activity. When the GSFCI signals loose
conditions, it usually means borrowing is cheaper, credit is flowing freely, and investors feel confident.
This environment tends to support higher spending, business investment, and economic expansion.
Conversely, tight conditions often correspond with higher borrowing costs, reduced credit availability,
and risk aversion, which can slow growth or even trigger recessions.

Indicator of Monetary Policy Impact

One of the unique strengths of the Goldman Sachs Financial Conditions Index is its ability to measure
the real-world impact of monetary policy. Central banks, such as the Federal Reserve, adjust policy
rates to influence economic growth. However, the transmission of these policies into actual financial
conditions can be complex and delayed. The GSFCI captures how markets interpret and react to these
policy changes, offering a more dynamic understanding of monetary easing or tightening.

Predictive Power for Economic Trends

Several studies and market observers have found correlations between shifts in the GSFCI and
subsequent changes in GDP growth or recession probabilities. For example, a sustained tightening in
financial conditions often precedes economic slowdowns, while easing conditions can signal recovery
phases. Traders and analysts use the index as part of their toolkit to anticipate turning points in the
business cycle.

How to Interpret the Goldman Sachs Financial
Conditions Index

The index is typically presented as a normalized value where zero represents average financial
conditions based on historical data. Positive values indicate tighter-than-average conditions, while
negative values suggest looser-than-average conditions.

Reading the Numbers

Negative readings (e.g., -1.0): Suggest financial conditions are easier than usual, which may
encourage borrowing and investment.

Positive readings (e.g., +1.0): Indicate tighter conditions, possibly signaling stress in credit
markets or heightened risk aversion.



It’s important to consider the context and duration of these readings. A brief spike might reflect a
temporary market reaction, while prolonged trends often have more substantial economic
implications.

Comparing GSFCI with Other Financial Indicators

While the Goldman Sachs Financial Conditions Index is comprehensive, it is often analyzed alongside
other metrics like the Chicago Fed National Financial Conditions Index or the St. Louis Fed Financial
Stress Index. Each has its methodology and focus, offering complementary perspectives on market
health.

Practical Applications of the Goldman Sachs Financial
Conditions Index

For investors, economists, and policymakers alike, the GSFCI serves multiple purposes:

Investment Strategy and Risk Management

Portfolio managers monitor the index to assess the risk environment. Looser financial conditions
might encourage equity exposure and risk-taking, while tighter conditions could prompt defensive
positioning or increased cash holdings.

Monetary and Fiscal Policy Decisions

Central banks and government bodies use the index as a real-time gauge of market functioning. If the
GSFCI points to tightening conditions despite accommodative policy rates, it may prompt additional
measures to support liquidity.

Corporate Finance and Borrowing

Companies look at financial conditions to time their debt issuance or equity offerings. Favorable
conditions can reduce borrowing costs and improve capital raising prospects.

Recent Trends and Insights from the Goldman Sachs
Financial Conditions Index

In recent years, the GSFCI has reflected the dramatic swings in global markets due to events like the



COVID-19 pandemic, geopolitical tensions, and inflationary pressures. For example, during early 2020,
the index showed a sharp tightening as markets panicked, followed by a rapid easing as central banks
intervened aggressively.

More recently, as inflation concerns have led to tightening monetary policies worldwide, the GSFCI
has signaled a gradual constriction of financial conditions, highlighting challenges for economic
growth ahead. Watching these shifts helps market participants adapt their strategies in real time.

Tips for Using the GSFCI Effectively

Combine with other data: Use the GSFCI along with economic indicators like unemployment
rates and inflation for a fuller picture.

Watch trends, not just levels: Momentum in financial conditions can be more telling than
static readings.

Consider global factors: Since the index integrates exchange rates, international
developments can influence readings.

Understanding these nuances enhances the usefulness of the Goldman Sachs Financial Conditions
Index in decision-making.

Financial markets are complex and ever-changing, but tools like the Goldman Sachs Financial
Conditions Index offer a valuable lens through which to interpret market dynamics. By keeping an eye
on this index, investors and policymakers can better navigate uncertainty and position themselves for
what lies ahead.

Frequently Asked Questions

What is the Goldman Sachs Financial Conditions Index
(GSFCI)?
The Goldman Sachs Financial Conditions Index (GSFCI) is a composite indicator created by Goldman
Sachs that measures the overall ease or tightness of financial conditions in the economy by
aggregating data from credit spreads, equity prices, exchange rates, and interest rates.

How is the Goldman Sachs Financial Conditions Index
calculated?
The GSFCI is calculated by combining various financial variables such as interest rates, credit spreads,
equity market performance, and currency exchange rates into a single index that reflects the overall
financial environment's looseness or tightness.



Why is the Goldman Sachs Financial Conditions Index
important for investors?
The GSFCI helps investors assess the current state of financial markets and gauge the risk appetite,
liquidity, and borrowing conditions, which can influence asset prices and economic growth projections.

How does the GS Financial Conditions Index impact monetary
policy decisions?
Central banks and policymakers monitor the GSFCI as a gauge of financial market conditions that can
affect economic activity and inflation, helping them decide whether to tighten or ease monetary
policy.

What does a rising Goldman Sachs Financial Conditions Index
indicate?
A rising GSFCI typically indicates tightening financial conditions, meaning borrowing costs are
increasing, credit availability is reducing, and overall financial stress may be rising in the economy.

How can the Goldman Sachs Financial Conditions Index signal
changes in economic growth?
Looser financial conditions, reflected by a lower GSFCI, often encourage borrowing and investment,
potentially boosting economic growth, while tighter conditions can signal slowing growth or increased
risk of economic contraction.

Where can I find the latest data on the Goldman Sachs
Financial Conditions Index?
The latest GSFCI data is often published in Goldman Sachs research reports, financial news websites,
and some economic data platforms that track financial market indicators.

How does the Goldman Sachs Financial Conditions Index
compare to other financial conditions indexes?
While similar to other financial conditions indexes, the GSFCI is unique in its specific combination of
market variables and weighting methodology used by Goldman Sachs, which may lead to slight
differences in readings compared to other indexes.

Can the Goldman Sachs Financial Conditions Index predict
financial crises?
Although the GSFCI can signal tightening conditions and financial stress, it is not a definitive predictor
of financial crises but serves as one of several tools analysts use to assess market risk and potential
economic downturns.



Additional Resources
Goldman Sachs Financial Conditions Index: A Critical Barometer for Market Health

goldman sachs financial conditions index stands as a pivotal tool for investors, economists, and
policymakers seeking to gauge the overall ease or tightness of financial conditions in the U.S.
economy. Developed by the global investment banking giant Goldman Sachs, this index synthesizes
various market variables into a single, comprehensive measure that reflects the prevailing financial
environment. Its importance lies in its ability to offer a timely snapshot of credit availability, liquidity,
and risk sentiment, which collectively influence economic growth, investment decisions, and
monetary policy responses.

Understanding the Goldman Sachs Financial Conditions
Index

The Goldman Sachs Financial Conditions Index (GSFCI) aggregates multiple indicators, including
interest rates, credit spreads, equity valuations, and exchange rates, to provide a robust summary of
financial market conditions. Unlike other metrics that may focus solely on credit or liquidity, the GSFCI
encompasses a broad spectrum of financial variables, making it a nuanced and insightful gauge.

At its core, the index is designed to track how conducive the financial environment is for borrowing,
lending, and investment. When the GSFCI rises, it suggests tightening financial conditions—meaning
credit is harder to obtain, borrowing costs are higher, and market risk appetite is diminished.
Conversely, a declining GSFCI indicates easing conditions, characterized by lower interest rates,
narrower credit spreads, and increased liquidity.

Components and Methodology

The index incorporates several key measures:

Short-term and Long-term Interest Rates: Treasury yields and corporate bond rates signal
borrowing costs across different time horizons.

Credit Spreads: The difference between yields on corporate bonds and risk-free government
securities reflects perceived credit risk.

Equity Market Valuations: Stock market indices and volatility metrics provide insights into
investor confidence and risk tolerance.

Exchange Rates: The strength of the U.S. dollar influences global capital flows and financial
conditions domestically.

Goldman Sachs employs statistical techniques to normalize and weight these variables, creating an
index where zero represents average historical financial conditions. Positive readings indicate tighter-



than-average conditions, while negative values denote easier financial environments.

The Role of the Goldman Sachs Financial Conditions
Index in Economic Forecasting

Financial conditions play a critical role in shaping economic activity. By summarizing complex market
dynamics into a single figure, the GSFCI aids analysts in forecasting GDP growth, inflation trends, and
monetary policy trajectories. For instance, historically, periods marked by tightening financial
conditions (high GSFCI readings) have often preceded economic slowdowns or recessions, as credit
constraints suppress consumption and investment.

Comparisons with Other Financial Condition Indicators

While the Goldman Sachs Financial Conditions Index is widely respected, it exists alongside several
other indices, such as the Chicago Fed National Financial Conditions Index (NFCI) and the Kansas City
Financial Stress Index (KCFSI). Compared to these, the GSFCI is noted for its forward-looking
orientation and sensitivity to equity market fluctuations, which can be early signals of changing
financial sentiment.

Moreover, the GSFCI’s inclusion of exchange rate movements differentiates it, capturing the impact of
currency strength on domestic financial conditions—a factor increasingly relevant in today’s
interconnected markets.

Practical Applications and Market Implications

Investors and portfolio managers closely monitor the Goldman Sachs Financial Conditions Index to
adjust asset allocations and risk exposures. For example, an easing GSFCI reading may encourage
increased equity exposure, anticipating stronger corporate earnings fueled by cheaper financing.
Conversely, a tightening index can signal caution, prompting shifts toward safer assets like
government bonds or cash.

Influence on Monetary Policy Decisions

Central banks, including the Federal Reserve, observe financial condition indices as part of their
economic assessment toolkit. The GSFCI provides context beyond traditional economic indicators,
highlighting the transmission mechanism of monetary policy through financial markets. When
financial conditions tighten significantly, policymakers may consider accommodative measures to
prevent excessive credit contraction and support economic growth.



Limitations and Considerations

Despite its utility, the Goldman Sachs Financial Conditions Index is not without limitations. Given its
reliance on market-based data, the index can be volatile and influenced by short-term market noise
or external shocks unrelated to fundamental economic trends. Additionally, the weighting of
components may evolve over time, potentially affecting comparability across different periods.

Analysts must therefore interpret GSFCI readings alongside other macroeconomic indicators and
qualitative information to form a comprehensive view of economic conditions.

Recent Trends and Insights from the Goldman Sachs
Financial Conditions Index

In recent years, the GSFCI has reflected significant shifts in the financial landscape. For example,
during the early phases of the COVID-19 pandemic in 2020, the index recorded an abrupt tightening
as markets reacted to unprecedented uncertainty and liquidity strains. Swift monetary policy
interventions, including rate cuts and asset purchase programs, subsequently contributed to a rapid
easing in financial conditions, as captured by the downward movement in the GSFCI.

More recently, inflationary pressures and rising interest rates have prompted a gradual tightening of
financial conditions, with the GSFCI ascending from historically low levels. This tightening
environment poses challenges for borrowers and investors, potentially slowing economic momentum
as credit costs rise.

Interpreting GSFCI Movements in a Volatile Market

Understanding the nuances behind GSFCI fluctuations requires attention to the underlying drivers. For
instance:

Interest Rate Volatility: Sudden spikes in Treasury yields can disproportionately affect the
index.

Credit Market Stress: Widening credit spreads during periods of economic uncertainty signal
increased risk aversion.

Equity Market Dynamics: Sharp corrections or rallies influence investor sentiment
components within the index.

By dissecting these elements, market participants can better anticipate the trajectory of financial
conditions and adjust strategies accordingly.



The Goldman Sachs Financial Conditions Index in
Global Context

While primarily focused on U.S. financial markets, the GSFCI’s consideration of the U.S. dollar
exchange rate acknowledges the globalized nature of finance. Movements in the dollar affect capital
flows, trade balances, and multinational corporate earnings, thereby feeding back into domestic
financial conditions.

Moreover, as emerging markets and developed economies become more interconnected, shifts in the
GSFCI can signal broader trends in global risk appetite and liquidity, offering insights beyond U.S.
borders.

---

In sum, the Goldman Sachs Financial Conditions Index remains an indispensable instrument for
decoding the complexities of financial markets. Its comprehensive design, blending interest rates,
credit spreads, equity valuations, and currency movements, equips stakeholders with a nuanced
perspective on the financial environment. While it demands careful interpretation alongside other
data, the GSFCI’s capacity to anticipate economic inflections and inform investment and policy
decisions underscores its enduring relevance in the ever-evolving financial landscape.
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the typical contribution of financial factors to growth. A net tightening in lending standards of 20
percentage points reduces economic activity by 3⁄4 percent after one year and 11⁄4 percent after two
years. Much of the impact of monetary policy on the economy also works through its effects on
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South African Reserve Bank’s (SARB) leading indicator as well as individual financial variables.
Their recent dynamics suggest that following a strong recovery in late-2009 and 2010, reflecting in
part domestic factors such as systematic reductions in the policy rate, the rebound in real economic
activity, and a benign inflationary environment, the financial conditions have deteriorated in recent
months, though not as sharply as in end-2008. Given their relatively high predictive power regarding
GDP growth, a further deterioration may imply that economic activity is likely to slow in the period
ahead.
  goldman sachs financial conditions index: A Financial Conditions Index for Greece
Mr.Jonathan F Manning, Maral Shamloo, 2015-10-02 We construct a Financial Conditions Index
(FCI) for Greece as a surveillance tool to quantify the degree of the stress in the financial sector. We
use principal component analysis to capture the information content of several financial indicators
through a single index. We also construct an alternative FCI by purging the business cycle and
monetary policy effects on the input variables, and argue that this alternative index is a better
indicator of exogenous financial shocks, and thus could be interpreted as a measure of the efficacy
of transmission mechanism. We replicate the index for the euro area (EA) as a whole and show that
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quantitatively much milder. Our results confirm that monetary transmission was less effective in
Greece compared to the EA as a whole. Finally, we argue that our index can be a potentially useful
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Drivers, and Macroeconomic Implications Giovanni Borraccia, Mr. Raphael A Espinoza,
Vincenzo Guzzo, Romain Lafarguette, Fuda Jiang, Vina Nguyen, Miguel A. Segoviano, Mr. Philippe
Wingender, 2023-09-29 We develop a new measure of financial conditions (FCs) that targets the
growth of financial liabilities using the partial least square methodology. We then estimate financial
condition indexes (FCIs) across European economies, both at the aggregate and sectoral levels. We
decompose the changes in FCs into several factors including credit availability and costs, price of
risk, policy stance, and funding constraints. Our results show that FCs loosened during the
pandemic thanks to policy support but started to tighten significantly since mid-2021. Using the
inverse probability weighting method over the sample period from 2000 to 2023, we find that a shift
from a neutral to a tight FCI regime such as the ongoing episode for most European countries will
on average lower output and inflation by 2.2 percent and 0.7 percentage points respectively and
increase unemployment by 0.3 percentage points over a three-year horizon.
  goldman sachs financial conditions index: Global Financial Stability Report, April 2017
International Monetary Fund. Monetary and Capital Markets Department, 2017-04-19 Financial
stability has continued to improve since the October 2016 Global Financial Stability Report (GFSR).
Economic activity has gained momentum, as outlined in the April 2017 World Economic Outlook
(WEO), amid broadly accommodative monetary and financial conditions, spurring hopes for reflation.
Chapter 2 analyzes the potential long-term impact of a scenario of sustained low growth and low real
and nominal rates for the business models of financial institutions and the products offered by the
financial sector. Chapter 3 examines whether countries still retain influence over their domestic
financial conditions in a globally integrated financial system. The chapter develops financial
conditions indices that make it possible to compare a large set of advanced and emerging market



economies.
  goldman sachs financial conditions index: Global Financial Stability Report, April 2005
International Monetary Fund. Monetary and Capital Markets Department, 2005-04-05 The Global
Financial Stability Report (GFSR) provides expert and up-to-date analysis of global capital flows that
play a critical role in world economic growth and Financial stability. The report focuses on current
conditions in global Financial markets, analyzing Financial imbalances and structural issues that
could pose risks to stability and sustained market access by emerging market borrowers. Along with
the IMF’s semiannual World Economic Outlook, the GFSR is a key vehicle for communicating the
IMF’s multilateral surveillance. The GFSR also draws out the Financial ramifcations of economic
imbalances highlighted by the WEO, making it an indispensable companion publication.
  goldman sachs financial conditions index: Finance in Africa European Investment Bank,
2023-10-11 The Finance in Africa report emphasises the challenges faced by the African banking
sector — including the impact of recent shocks, such as the COVID-19 crisis and Russia's invasion of
Ukraine — and the importance of gender diversity in business and banking. The report also
discusses the need for international support and sustainable finance to advance economic
development and climate change in Africa. It provides insights into the financial conditions, banking
sector performance, and investment trends in the region. It covers the nature of climate finance
flows in Africa and the degree of climate risk on bank balance sheets. With the right measures in
place, Africa has the potential to overcome its challenges and unlock its true economic potential.
  goldman sachs financial conditions index: BUSINESS ENVIRONMENT VEENA KESHAV
PAILWAR, 2014-01-16 Designed primarily as a text for undergraduate and postgraduate students of
management and commerce, this comprehensive and well-organized book equips the readers with
the knowledge to analyze the domestic and global business environment. The focus of the book is on
the assessment of the evolving business scenario using analytical underpinnings and latest data.
This book clearly brings out the implications of changes in socio-economic and legal environment of
business, and covers business environment by tracking changes in national income, inflation, fiscal
deficit, money supply, exchange rate, balance of payment and many other economic variables.
Besides, it briefs on legal aspects, deliberates on demographic changes and changes in technical and
natural environment of business. Besides students, practising managers and policy makers will also
find the book as a useful reference. Key Features • Illustrations using latest data (upto June 2013) •
Boxes containing numerical illustrations and technical details • Cases depicting Indian Business
Environment and providing glimpses of evolving global business environment • Review questions,
numerical problems and case analysis Companion Website: This text is supported by the companion
website: www.phindia.com/veenapailwar/ containing useful resources for the teachers and study
aids for the students. Instructors’ Resources: To support the teaching efforts the website
contains—Answers to the end of the chapter Numerical Problems with explanation; More than 1000
crisp, clear and colourful PowerPoint Slides; and more than 1000 Multiple Choice Questions.
Students’ Resources: To strengthen the understanding of the students on the subject the website
resources comprise—Interactive Multiple Choice Questions and hints for solving chapter-end
Numerical Problems.
  goldman sachs financial conditions index: Global Financial Stability Report, April 2024
International Monetary Fund. Monetary and Capital Markets Department, 2024-04-16 Chapter 1
documents that near-term global financial stability risks have receded amid expectations that global
disinflation is entering its last mile. However, along it, there are several salient risks and a build-up
of medium-term vulnerabilities. Chapter 2 assesses vulnerabilities and potential risks to financial
stability in corporate private credit, a rapidly growing asset class—traditionally focused on providing
loans to midsize firms outside the realms of either commercial banks or public debt markets—that
now rivals other major credit markets in size. Chapter 3 shows that while cyber incidents have thus
far not been systemic, the probability of severe cyber incidents has increased, posing an acute threat
to macrofinancial stability.
  goldman sachs financial conditions index: Macro-financial Stability Policy In A



Globalised World: Lessons From International Experience - Selected Papers From The
Asian Monetary Policy Forum 2021 Special Edition And Mas-bis Conference Edward S
Robinson, Claudio Borio, Hyun Song Shin, 2022-12-28 Since at least the Great Financial Crisis,
authorities around the world have increasingly relied on macroprudential policy to help secure
financial stability and complement monetary policy as an integral element of a broader
macro-financial stability framework. In today's interconnected global financial system, policy actions
taken by the major advanced economies can have spillovers on the rest of the world through their
impact on capital flows and exchange rates, potentially generating vulnerabilities across borders.
Conversely, in emerging market economies, macroprudential policy as well as foreign exchange
intervention and/or capital flow management policy can help mitigate the corresponding impact.
This can in turn generate spillbacks on advanced economies — spillbacks that have become more
sizeable as the emerging market economies' heft in the world has grown. Yet little is known about
these interactions.The contents of this book are based on a conference held on 26-28 May 2021 and
jointly hosted by the Monetary Authority of Singapore (MAS) and the Bank for International
Settlements (BIS). It aims to contribute to existing literature on macro-financial policymaking by
providing an overall conceptual framework and documenting the latest global trends and country
experiences. In particular, it highlights the role of international spillovers and spillbacks, paying
particular attention to emerging market economies. This book is essential reading for academics,
graduate students and economic professionals. It can also serve as a handbook for policymakers at
central banks, regulatory authorities and other government agencies tasked with designing and
implementing macroprudential or more generally macro-financial stability policies. The book will
also be of interest to researchers at international organisations.
  goldman sachs financial conditions index: Financial Imbalances, Systemic Stress, and
Macroprudential Implications Knarik Ayvazyan, Mr. Etienne B Yehoue, 2025-07-18 The
effectiveness of macroprudential policy framework depends to a large extent on how the process of
monitoring and assessing systemic risks and the calibration of macroprudential policy tools are
operationalized in practice. This paper has two main contributions. First we propose an enhanced
composite indicator, the Systemic Vulnerabilities Index (SVI), which captures the buildup of
systemic vulnerabilities. The index is built on an innovative approach that uses optimal aggregation
of subindices, and without imposing exogenous constraints. Specifically, making use of the Principal
Component Analysis (PCA) for a broad set of relevant input variables, we determine their relative
importance in contributing to the buildup of systemic vulnerabilities. Subsequent use of Monte Carlo
simulation techniques allows us to select the optimal SVI that best predicts future credit losses. The
proposed SVI captures both time and sectoral dimensions of the buildup of risks. We provide
evidence showing a superior performance of the SVI, compared to the traditional credit-to-GDP gap
in documenting risk accumulation. We investigate the relationship between our SVI and financial
condition index and provide evidence of a negative correlation between the two, whereby a
loosening of financial conditions is associated with more accumulation of imbalances. Second, we
provide a framework that guides on how the SVI can be used for increasing Countercyclical Capital
Buffer (CCyB) beyond its neutral level. Specifically, we propose a mapping that shows how the SVI
can help determine the timing of setting a CCyB beyond the neutral rate as well as its magnitude.
  goldman sachs financial conditions index: How Financial Conditions Matter Differently
across Latin America Mr.Luis Brandao-Marques, Mrs.Esther Perez Ruiz, 2017-10-30 This paper
develops comparable financial conditions indices (FCIs) for the six large and most
financially-integrated Latin American economies (LA6) by following Korobilis (2013) and Koop and
Korobilis (2014). The main findings are as follows. First, the estimated FCIs are influenced by a
commodity cycle, a global financial cycle, as well as country-specific episodes of financial distress.
Second, by early 2017, financial conditions remained favorable in most LA6 economies relative to
historical standards. Third, the impact of financial shocks on economic activity widely varies across
LA6 and is otherwise found to be stronger in periods of financial stress. Fourth, exposure to regional
financial spillovers also differs across LA6.



  goldman sachs financial conditions index: Incorporating Macro-Financial Linkages into
Forecasts Using Financial Conditions Indices: The Case of France Ms.Piyabha Kongsamut,
Mr.Christian Mumssen, Anne-Charlotte Paret, Mr.Thierry Tressel, 2017-12-01 How can information
on financial conditions be used to better understand macroeconomic developments and improve
macroeconomic projections? We investigate this question for France by constructing
country-specific financial conditions indices (FCIs) that are tailored to movements in GDP,
investment, private consumption and exports respectively. We rely on a VAR approach to estimate
the weights of the financial components of each FCI, including equity market returns (which turn out
having a relatively strong weight across all FCIs), private sector risk premiums, long-term interest
rates, and banks’ credit standards. We find that the tailored FCIs are useful as leading indicators of
GDP, investment, and exports, and as a contemporaneous indicator of private consumption. Credit
volumes turn out to be lagging indicators of growth. The indices inform us on macro-financial
linkages in France and are used to improve the accuracy of quarterly forecasting models and
high-frequency “nowcast” models. We show that FCI-augmented models could have significantly
improved forecasts during and after the global financial crisis.
  goldman sachs financial conditions index: Africa's Pulse, No. 26, October 2022 Cesar
Calderon, Alain Kabundi, Paavo Eliste, Aparajita Goyal, Megumi Kubota, Vijdan Korman, Vanina
Daphne Forget, 2022-10-04 African economies are facing a series of challenges to their
post-pandemic recovery. Economic activity in the region is slowing to 3.3 percent amid global
headwinds, including weak global growth and tightening global financial conditions. Elevated
inflation rates and resulting policy tightening, as well as the rising risk of debt distress, are also
impacting economic activity. While food insecurity in Sub-Saharan Africa was increasing before the
onset of Covid-19, the pandemic and the food and energy crisis have contributed to the recent steep
increase in food insecurity and malnutrition. Climate shocks, low productivity in agriculture, lack of
infrastructure also contribute to rising food insecurity in the region. The economic fallout from the
multiple crises affecting the region has lowered household incomes, increased poverty, widen
inequality and heightened food insecurity. This report discusses short-term measures combined with
medium- to long-term policy actions that can strengthen African countries' capacity to build
resilience and seize opportunities to unlock productivity-enhancing growth while protecting the poor
and vulnerable.
  goldman sachs financial conditions index: Central Banking, Asset Prices and Financial
Fragility Éric Tymoigne, 2008-11-21 In this book Tymoigne argues that financial stability should be
the sole goal of central banks and suggests an alternative to the inflation targeting framework
showing how interest-rate policy can help to solve some of the problems faced by central bankers.
  goldman sachs financial conditions index: Economic Policy and the Financial Crisis Łukasz
Mamica, Pasquale Tridico, 2014-03-26 The consequences of the global economic crisis which started
in the United States in 2007-08 are still being felt in most of the advanced economies, and the
mainstream tools of recovery are not having the required results. It seems that many of the
after-effects of the crisis, including the instability of the financial markets, increasing public debts
and limited economic growth, require new solutions from both economic policy and theory. Lower
aggregate demand during the crisis increased the pressure on firms to be more competitive and at
the same time, the crisis in the banking system has had a negative impact on the willingness of
financial institutions to give credit to companies for investment. Therefore, the key issue for current
economic policy is to find a balance between the stabilisation of public finance and maintaining the
momentum of long-term growth. This book offers an evolutionary-developmental analysis, combining
elements of neo-Schumpeterian economics, institutional economics and post-Keynesian economics,
to show that selection processes within an economy, and the institutional rules shaping those
processes, are substantially more important than usually recognised by evolutionary economic
theory. Two major challenges for economic theory and policy, in particular, have emerged during the
crisis. The first is the rise of unemployment coupled with growing public deficits. The second is the
financial instability which threatens the permanence of economic development. This book examines



the performance of the advanced economies since the crisis and explores why some of them have
been more successful in tackling these challenges than others. It is argued that the reasons for the
varied performances of these economies lie in the economic policies which were introduced before
and in the aftermath of the crisis and the differences in the regulation of their labour markets. This
volume will be of interest to students and academics in the areas of macroeconomics, public
economics and public management.
  goldman sachs financial conditions index: Europe and Central Asia Economic Update,
Spring 2022 World Bank, 2022-04-10 In February 2022, the world was shocked by the Russian
Federation’s invasion of Ukraine. The war is having a devastating impact on human life and causing
economic destruction in both countries, and will lead to significant economic losses in the Europe
and Central Asia (ECA) region and the rest of the world. It comes at a particularly vulnerable time
for ECA as its economic recovery was expected to be held back by scarring from the pandemic and
lingering structural weaknesses. The economic impact of the conflict has reverberated through
multiple channels, including commodity and financial markets, trade and migration links, and the
damaging impact on confidence. Moreover, the war has added to mounting concerns about a sharp
global slowdown, surging inflation and debt, and a spike in poverty levels. Neighboring ECA
countries are likely to suffer considerable economic damage because of their strong trade, financial,
and migration links with Russia and Ukraine. The war is also causing a destabilizing wave of
refugees, financial stresses in vulnerable countries, runaway inflation expectations, and food
insecurity. A protracted conflict could further heighten policy uncertainty and fragment critical
trade and investment networks.
  goldman sachs financial conditions index: Can You Map Global Financial Stability? Mr.Ken
Miyajima, Rebecca McCaughrin, Jaume Puig, Mr.Peter Dattels, 2010-06-01 The Global Financial
Stability Map was developed as a tool to interpret the risks and conditions that impact financial
stability in a graphical manner. It complements other existing tools for assessing financial stability,
and seeks to overcome some of the drawbacks of earlier approaches. This paper provides the
motivation for the tool, a detailed discussion of its construction, including the choice of risk factors
and conditions, a description of the underlying indicators, and a discussion on how the final
assessment is determined. When applied to past events of financial instability, the Global Financial
Stability Map performs reasonably well in signaling risks to stability, as well as in characterizing the
depth of crisis episodes.
  goldman sachs financial conditions index: Handbook of Critical Issues in Finance Jan
Toporowski, Jo Michell, 2012-01-01 This vital new Handbook is an authoritative volume presenting
key issues in finance that have been widely discussed in the financial markets but have been
neglected in textbooks and the usual compilations of conventional academic wisdom. A wide range of
topics including the recent economic crisis, capital controls, the Franc Zone, quantitative easing and
securitization, as well as the key controversies associated with them, are explored and explained in
depth by well-known authorities in finance and economics. Designed to complement and expand
upon standard textbooks as well as the specialist critical literature on particular topics in finance,
this informative Handbook will prove invaluable to academics, researchers and students focusing on
economics, finance and heterodox economics.
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