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There is much to like in this original and well written book. Mazzucato’s discussion of the
original Moonshot is careful, engaging, and gets much right. How applicable lessons from past
mission-based policies are to today’s policy choices an open question. With Cold War era data
becoming increasing accessible it is an exciting time for economic historians to make progress
understanding what actually happened to share with today’s leaders.

ALEXANDER WHALLEY, University of Calgary
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LATIN AMERICA

Mexican Banks and Foreign Finance: From Internationalization to Financial Crisis, 1973—
1982. By Sebastian Alvarez. Switzerland: Palgrave Macmillan an imprint of Springer
Nature, 2019. Pp. xxxii, 231. $125.22, hardcover; $87.65, softcover.
doi: 10.1017/S0022050721000243

The Latin American debt crisis that erupted in 1982 was a dramatic episode in the recent
financial history of the world and had long lasting consequences. From those events and their
aftermath, emerged an important wave of studies, primarily on sovereign debt, which was the
focus of intense debate in economics and political science during the 1980s and 1990s.

The literature on the history of the financial systems of debtor countries, however, has been
less abundant. The way the financial globalization of the 1970s worked and how the 1980s
crisis unraveled in those economies has been in desperate need of fresh ideas and research.
Sebastian Alvarez’s book, Mexican Banks and Foreign Finance: From Internationalization to
Financial Crisis, 1973—-1982, is a refreshing contribution to this latter topic.

Mexican Banks and Foreign Finance starts with a story of financial globalization, focusing
on the insertion of Mexico in the global financial markets of the 1970s. Using the case of
Mexico, it explains the process of financial globalization that occurred at that time and gives
us an idea of how little we know of this episode in emerging economies in general. The book
is based on an in-depth analysis of primary sources in international archives, including the
Bank of England, the Bank of International Settlements, the Federal Reserve of New York,
the International Monetary Fund, Lloyds, as well as local archival sources in Mexico, such
as the historical archive of the private bank Banamex and the archives of Banco de México,
the central bank. The research captures well the understanding that international actors had of
emerging economies during the period under analysis.

In the 1970s, Mexico experienced two phenomena. First, that country entered financial
globalization as a consequence of the global expansion of the Eurodollar. At the same time, it
was one of the lucky countries that experienced an oil boom between 1977 and 1982. Chapter
1 of the book describes the growing presence of emerging economies, mainly in Latin America,
in the Euromarket. It also explains the evolution of foreign debt in those emerging countries
in the 1970s.

Chapter 2 explains the evolution of the Mexican banking system and its internationalization.
This chapter is indispensable because it helps the reader to understand the Mexican banking
system and of its main institutional actors. Likewise, it allows us to understand the insertion of
Mexican banks in international markets. It should be noted that the insertion of Mexican banks
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into the global financial centers predated the starting point indicated by the book. Still, the book
allows us to identify an important turning point in the process, which was surprisingly lacking
in the existing literature on the financial history of Latin America.

The creation of an active Eurodollar market was a prelude to Mexico’s over-indebtedness
and crisis. The creation of London-based consortium banks in partnership with banks from
other countries was necessary to facilitate the insertion of countries like Mexico and its banks
into this buoyant debt market. The expansion of branches and agencies of Mexican banks in
London and in the United States was another characteristic of this process. Those offices in
major financial centers were instrumental to facilitate access to credit for Mexican banks.

According to Alvarez, the rapid increase of Mexico’s indebtedness had three internal trig-
gers: the oil boom that started in 1977, the expansion of public expenditure in the 1970s, and
the availability of funds in the international credit markets. Chapter 3 focuses on explaining
how this process occurred in Mexico and describes the unstable macroeconomic environment.

Then, the book explains how the combination of excessive foreign indebtedness and macro-
economic instability, such as rising inflation and exchange rate volatility, led to a deterioration
in the financial health of the Mexican banks. The book shows growing imbalances between the
assets and liabilities of these banks, in particular the increase in short-term liabilities in dollars.
Chapters 4 and 5 analyze the interrelation between the expansion of foreign credit to Mexican
banks and the subsequent crisis. Using information from international archives, the author
reconstructs historical statistics on the financial position of banks, which is novel in studies on
this topic. It is not clear when the inflexion point in the risk of banks occurs, but it is a fact that
in 1982 they were already in an extremely vulnerable position.

When the Mexican government declared the debt moratorium in August 1982, banks played
an important role in the debt negotiation process. This relationship between local banks, inter-
national creditors, and the government is discussed in Chapter 6. This is one of the most inter-
esting parts of this book, as it studies the pipeline of sovereign debt negotiations in the 1980s.
It also explains that despite the fact that the financial systems of emerging countries such as
Argentina, Brazil, and Mexico had a modest participation in interbank markets, they had an
outsized effect on their stability.

Days after Mexico declared the debt moratorium in 1982, the government nationalized its
private banks. This was a move motivated by political reasons, rather than a consequence of
the financial situation of its banks. In the concluding chapter, the author ventures into specula-
tive conclusions about the causes of the Mexican bank expropriation, some of which contradict
existing research without much new evidence.

Despite the solid and original academic research in this book, informed readers are left
wanting a clearer overarching question. For instance, the story could have been framed around
notions of how expectations of financial actors in government and banks contribute to nest a
crisis, using a simple version of Robert Shiller’s contributions to the emergence of bubbles
and crisis ([rrational Exuberance, Princeton University Press, 2000). A more complex alterna-
tive, but not implausible, is a story in which the political economy of the strategic interactions
between banks and the government generates a lock-in mechanism that culminates in a crisis,
following the analytical narrative of Charles Calomiris and Stephen Haber (Fragile by Design:
The Political Origins of Banking Crises and Scarce Credit, Princeton University Press, 2015).
That is, with a better conceptual framework in this book it would have been easier for the
reader to identify the counterfactual of the story.

Another question that remains unanswered is the government’s political economy in terms
of its borrowing needs, which was undoubtedly an important driver of the growth of foreign
debt. For instance, there were commitments and political pressures on public spending, as well
as a vision throughout Latin America that considered that significant government intervention
in the economy was a precondition for growth. All of this was compounded by the aggressive
strategy by international banks to lend recycled Eurodollars to governments, who perceived
them as risk-free loans. This euphoria of international lenders is also superficially discussed.
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Opverall, the book has a well-crafted narrative that is accessible to most readers. Certainly, it
is a scholarly work that is of interest to the broad set of students of financial crises, of the inter-
national financial system, and of international business. Moreover, it is a valuable and exciting
contribution to the economic and financial history of Latin America.

Gustavo A. DeL ANGeL, CIDE

MISCELLANEOUS

Boom and Bust: A Global History of Financial Bubbles. By William Quinn and John D. Turner.
New York: Cambridge University Press, 2020. Pp. 296. $24.95, hardcover.
doi: 10.1017/80022050721000255

Reading about the proliferation of financial bubbles that the COVID-19 pandemic seems
to have spawned in 2020, which have gone beyond BITCOIN to include Special Purpose
Acquisition Companies (SPACs) and Non-Fungible Tokens (NFTs), economic historians will
appreciate reading Quinn and Turner’s brief survey of past financial bubbles. They will get not
only a historical perspective on what we are enduring now but also a useful analytical frame-
work for understanding what pleasures and pains may be possible from the ongoing financial
bubbles, which are sure to proliferate. Out of many possible case studies, the authors have
picked 10 that have occurred over the past three centuries in three different continents. Their
selection of bubbles to examine in detail was determined empirically—the price of a marketed
asset had to double in less than three years, then collapse by half over the next three years or
less. They begin with the Mississippi and South Sea Bubbles in 17191720, continue with
the Latin American bond bubbles in 1822—-1825, cover the railway mania in 1844—1846, the
Australian land boom of the 1880s, the British bicycle bubble in 1896-1898, the Wall Street
bubble of 1929, the Japanese bubble of the 1980s, the dot-com bubble in the United States,
1999-2000, the sub-prime bubble of 2008, before ending with the repeated Chinese stock
market and property bubbles in the twenty-first century. These were all big bubbles, well-
documented, and studied by other scholars as well. What do Quinn and Turner bring to the
table that makes their treatment both interesting and timely?

As elaborated in Charles P. Kindleberger’s classic work, Manias, Panics, and Crashes:
A History of Financial Crises (seven editions to date and counting!), they acknowledge the
importance of new opportunities for investments that seize the imaginations of adventurous
individuals, who will indulge their bets if easy credit is available. To sources of credit and
accessible public markets—two essential ingredients of financial bubbles—Quinn and Turner
add the importance of public information. The social media available at each time and place
must keep increasing the number and enthusiasm of participants to keep the bubble blowing up.
The publicity attending each of the bubbles they discuss makes their book entertaining to read.
It is their analytical framework, “The Bubble Triangle,” however, that makes their contribution
useful, as well for appraising the plethora of financial bubbles that are currently proliferating.

Analogous to the three elements needed for a fire: oxygen, fuel, and heat, they posit that
financial bubbles need marketability, money and credit, and speculation. The amount of specu-
lation needed to “spark” the beginning of a bubble is but a fraction of what will occur at its
peak. It is the social media that are responsible for fanning the increasing volume of specula-
tion that will make and has made financial bubbles so striking. To test the usefulness of their
framework, they pick 10 financial bubbles that have been examined intensively by scholars,
including three they have examined intensively themselves. (Most readers of this Journal will
want to see if their own contributions are cited, but this reviewer must warn you in advance that
Quinn and Turner keep their focus on the specific aspects of each financial bubble that corre-
spond to one of the sides of their bubble triangle. Consequently, they ignore other aspects of
a specific bubble that other scholars may have emphasized in their work. Bearing this in mind
will give others some solace, perhaps, as it has given me.)
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