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The Global Economic and Financial Crisis:
An analytical study of the causes, consequences and solutions
(2007-2010)

Abstract

Financial crises, varying in frequency and size, have marked the economic history
during the past decades culminating in the present one.

The current crisis which had began by the US’s Housing market, spreading quickly to
other countries, had sent shock waves to a wide range of financial institutions and
non financial sectors of the economy.

This global financial crisis is complex and multiform, hence its understanding and
diagnosis are no easy a task, given the interplay of factors such as decisions of
individuals as well as of financial institutions to invest in subprime mortgages.

The crisis could not have erupted without the interaction of global imbalance, weak
regulation and financial innovations, leading to boosting liquidity by the dint of the
growth of financial instruments, particularly techniques of securities which increase
the use of credit derivatives alongside with the greed of many agents looking after
high returns.

One characteristic of such financial instruments is that they are completely detached
from productive activities in the real sector of the economy.

Almost all industrialized countries, emerging markets and developing economies
have faced the worst economic conditions since the great depression, and many
economies around the world have been seriously affected by this crisis and
underwent global recession leading to global output contraction, high rates of
unemployment and plummeting trade.

In order to cope with the abovementioned crisis, policy makers adopt a set of
regulations and reforms. For instance, nearly all economies have announced
economic stimulus and financial sector rescue packages aimed at restoring
confidence in the system and coping with effect of the global recession and flight of
capital from countries in emerging market and elsewhere. In addition to that they
make changes in the financial system to reduce risk and prevent future crises.

These wide ranging policy responses have made progress in stabilizing financial
market and containing the downturn in output. However, the most critical phase of
the global crisis has passed. The international trade has started recovering and
financial crisis unveiling signs in favor of investing and lending. Also, confidence has
been improved but considerable challenges remain. The global financial system is
still in a period of uncertainty and the process of recovery remains incomplete.

The financial crisis has proved the degree of interconnection and the interdependence
of worldwide economies. It, also, exposed fundamental weaknesses in the financial
systems. Hence, such a situations needs reform to build a resilient system that serves
the needs of economies, supports strong and stable economic growth, and prevents
the recurrence of economic and human costs of such crises.



La crise financiere et é&conomique mondiale
Etude des causes et effets (2007 /2010)

Résumé :

Dans le domaine de I’économie, les crises financieres et économiques ne sont pas
un phénoméne nouveau. Elles ont toujours été récurrentes en fonction des
systemes économiques existants. Ces dernieres décennies ont connu des crises qui
ont atteint leur apogée avec la crise actuelle.

La derniere crise qui est apparue dans le domaine crédit immobilier aux Etats-
Unis s’est trés vite propagée et a touché I’ensemble des pays engendrant un choc
qui a ébranlé la grande majorité des institutions financieres mondiales. La crise fut
aigue, difficile a cerner au vu de ses causes complexes et profondes. La crise a pu
prendre cette ampleur conséguemment a la multitude des causes qui ont été a son
origine, en particulier les désequilibres a I’échelle macroeconomique, les
dysfonctionnements organisationnels ainsi que les pratiques financiéres a haut
risque et les innovations financieres, ce qui a entrainer un manque de stabilité au
niveau des marches mondiaux.

Afin de faire face a cette crise les decideurs ont adopté un ensemble de
mécanismes organisationnels, de stimulants économiques et des plans de sauvetage
financiers visant a atténuer les effets néfastes de cette derniére, ce qui a permis,
dans un premier temps, d’endiguer la crise, de rendre la crédibilité au systeme
financier mondial et, dans un second temps, d’en gérer les conséquences. Enfin des
changements ont été introduits au systeme financier afin de prévenir les risques
potentiels et de limiter les probabilités de futures crises.

Ces dispositions ont permis de stabiliser les marchés financiers a I’échelle
mondiale, de mieux contrbler la production et d’améliorer les échanges
commerciaux internationaux, ce qui a permis de dépasser I’étape critique de la crise
mais sans perdre de vue que les menaces restent toujours présentes de la fragilité
actuelle de I’économie mondiale et du systeme financier mondial dont la réforme
demeure encore inachevee.
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