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　 One of the pushing forces for financial globalization is financial liberalization implemented by both the developed and developing countries since the 1990s. Before then Latin America's financial system was characterized as "financial repression", characterized as targeted loans, controlled interest rates, and high reserve requirements. 
　 In the 1970s only the Southern Cone countries carried out financial liberalization. However, their efforts resulted in crisis. Since the 1990s, as one part of the reform package, most of the Latin American countries have undertaken a second round of financial liberalization.
　 In addition to freeing interests, eliminating targeted loans and reducing reserve requirements, Latin American countries also implemented such measures as privatizing the banks, introducing foreign banks and increasing independence of the central banks.
　 Given the lack of capital formation and insufficient growth of the market in the early stage of economic development, it is natural for the government to rely upon certain degrees of "financial repression". However, in the later stage of economic development, shortcomings of financial repression tend to become more and more conspicuous. In certain cases "financial repression" would cause low efficiency in the financial sector and turn it into a "bottle-neck" for the whole economy.
　 Latin American financial liberalization succeeded in reducing "financial repression". It also helped the region to attract more foreign capital. However, it also caused financial fragility and even bank crises in many countries. 
　 China is starting its own financial liberalization process. The Latin American experience shows that financial liberalization should be carried out with prudence and efficient government oversight. And, it should not be seen as a panacea for all the economic problems.


