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		There are two basic approaches to explaining financial crises. One argues that they are driven by bad fundamentals, while the other one argues that they reflect panic or coordination failures among investors. The empirical literature has established a fairly strong link between fundamentals and crises, suggesting support for the fundamental-based view and not for the panic-based view. However, in theory, the two approaches are not mutually exclusive: the link between fundamentals and crises does not go against the validity of the panic-based view. In fact, there are models that predict panic to be triggered by low fundamentals. The article reviews empirical evidence in the financial-crises literature in light of the tension between the fundamental-based and panic-based approach. It points out the limited ability to draw conclusions on the validity of the panic-based approach and describes possibilities for identifying panic in the data. 
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